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Carton S. Stallard, nominated for president of MBA 








ONE OF A SERIES OF ADVERTISEMENTS DEPICTING THE BEAUTY OF OUR FLORIDA COMMUNITIES 


ih 
7 ae : 
at u iT] | i ot . a,3-8-3 


i, Whoa 


Skyline of Tampa. In the foreground 
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closing services and title protection to their clients. 


Lawyers’ 
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P. O. Box 2671 Office at 22 E. Gore Ave. Orlando, Florida 
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Easy money /s Aladdin's /amp."’ 


—LORD — 


IKE the good jinni who came to Aladdin’s service when 

he rubbed the magic lamp, the banker’s dollars 

have been the good genius which has helped to finance the 

more than thirteen million owner-occupied homes in these 
United States. 

But prudence, not magic, is the banker's guiding 
light in financing these projects. In the practical protection 
of his investment, such factors as the status of the title 
are never overlooked. For this security, there’s no better 


protection than a TG title policy. 


THE TITLE GUARANTEE 
Bg company 


CHARTERED IN NEW YORK STATE IN 18863 
HEAD OFFICE 176 BROADWAY, NEW YORK 38, N. Y., WOrth 4-1000 
Title Insurance throughout the states of New York, New Jersey, Connecticut, 


Massachusetts, Maine, New Hampshire, Vermont, Georgia 


and other states through qualified insurers 
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Your local T-|-C representative was selected for his ability 
to provide professional title service. 


He knows real estate financing procedures and 
problems. .. laws, conditions and customs affecting your area. 
And he is an expert on Title Insurance. 


Through T-1I-C, he offers service on a national basis... 
for transactions outside your locality. 


These are factors that set Title Insurance Corporation of St. Lovis 
apart as the firm you'll prefer to do business with! 


T-I-C representatives serve key cities in 13 States: 


Alabama Georgia Louisiana Nebraska 
Arkansas Indiana Mississippi Oklahoma 
Florida Kansas Missouri W. Virginia 


Illinois (some counties) 


T-I-C is a subsidiary of CHICAGO TITLE & TRUST CO. 


TITLE INSURANCE CORPORATION OF ST.LOUIS 


810 Chestnut St. * St.Lovis 1,Mo. * MAin 11-0813 
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- 
th YEAR of dependable 


service to Mortgage 
Investors The satisfaction of our 


customers has provided the solid 
foundation of our steady growth in 








37 states, District of Columbia, 
Puerto Rico and 
Virgin Islands. 


meCuUCAN 
TITLE 


INSURANCE COMPANY 


Capital, Surplus 
and Title Reserves 
in excess of 


$6,000,000.00 





LICENSED TO WRITE TITLE INSURANCE IN Alabama, Arizona, Arkansas, Colorado, Connecticut, Delaware, Florida, Georgia, 
IWinois, Indiana, Kansas, Kentucky, Louisiana, Maryland, Michigan, Minnesota, Mississippi, Missouri, Montana, Nebraska, 
Nevada, New Jersey, New Mexico, New York, North Carolina, North Dakota, Ohio, Oklahoma, South Carolina, South Dakota, 
Tennessee, Texas, Utah, Virginia, West Virginia, Wisconsin, Wyoming, District of Columbia, Puerto Rico and Virgin Islands. 
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MBA CALENDAR 


School of Mortgage Banking, 
Northwestern University, Chicago: 


June 18-24, Course I 

June 25-July 1, Course II 

July 2-7, Course III 

School of Mortgage Banking, 
Stanford University, Stanford, Cali- 
fornia: 

July 23-29, Course I 

July 30-August 5, Course II 

September 11-14, Electronic Con- 
vention, Statler Hilton Hotel, Detroit 

September 15, Sheraton Chicago 
Hotel, Chicago, Mortgage Seminar 
for Trusteed Funds 

October 30-November 2, 48th An- 


nual Convention, Americana Hotel, 
Miami Beach, Florida 

December 10-16, Second Annual 
Case-Study Seminar on Income Prop- 
erty Financing, Michigan State Uni- 
versity, East Lansing, Mich. 


President Tharpe’s Calendar 

June 6, International Conference 
of Associated Credit Bureaus, Ameri- 
cana Hotel, Miami Beach 

June 19, Minneapolis-St. Paul 
MBA’s, Minneapolis 


June 28-29—House & Home Semi- 
nar on State Legislation Affecting 
Housing, New York 

July 24—Northern California 
MBA, San Francisco 

October 13, Mortgage Division 
Kansas City, Mo. Real Estate Board, 
Kansas City 

October 15, Mississippi Board of 
Realtors, Jackson, Miss. 
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“Mortgage Bankers have a ‘know- 
how’ that is hard to come by,” was a 
recent comment of one of the coun- 
try’s best informed authorities on 
mortgage lending, speaking to a group 
which included many lenders who 
look admiringly at the modern mort- 
gage banking industry. Outsiders of- 
ten see us better than we see ourselves 


—a fact particularly pertinent to 
Mortgage Banking which has, all con- 
temporary groups would agree, turned 
in a good performance in the past 
quarter-century. Then why, so many 
ask, do Mortgage Bankers fail in such 
large numbers to identify themselves 
as Mortgage Bankers? Why do they 
toss away what is essentially a valu- 


able asset for them? Instead, why not 
capitalize on being identified with the 
area of credit which they have them- 
selves created? It is one of the Public 
Relations Committee’s objectives to 
see that more and more Mortgage 
Bankers identify themselves as Mort- 
gage Bankers—to their credit and that 
of their industry. 
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AS GOES THE ECONOMY 


sO goes home building 


{ll the aids, assistance, subsidies and props notwithstanding, in the end 


it’s consumer income that calls the turn in home building—and the state of 


the general economy calls the turn on that. 


rATISTICS often provide dull 
~ reading but in the case of statis- 
tics of personal income and family 
income changes in the United States 
the implications are far from unin. 

teresting 
Currently, total personal income 
payments in the United States amount 
to slightly over $400 billion—the com- 
parable figure for 1929 (the peak pre- 
World War II year of prosperity) is 
approximately $86 billion. In three 
decades personal incomes in the ag- 
have than 
! At the low point of the 


times 
1933, total personal in- 


gregate increased more 
four 
depression, 
come payments in the nation were 
estimated at $47 billion and by 1940 
payments had increased to only $78 
less than in 1929. 

However, by 1950 the post-World 
War II pattern had emerged and total 
personal income amounted to a star- 
tling $225 billion —a threefold in- 


crease in 


billion 


one decade 


ALS 


SERVICE 
COVERS 


ALLIANCE.- CHARDON - CINCINNAT! 


6 THE MORTGAGE BANKER «+ June 1961 


By DR. JAMES GILLIES 
issistant Dean, Graduate School of Business 
idministration, University of California, Los Angeles 


rhis rapid increase in personal in- 
come payments has been almost con- 
tinuous since the early 1930's. In 
fact, only in 1937 and 1949, in the 
entire period between 1934 and 1960, 
were personal income payments lower 
than in the previous year, and the 
slight declines in 1937 and 1949 were 
more than offset by rapid increases 
in the following years. 

A good deal of the increase in per- 
sonal income payments, it is often 
alleged, is actually spurious because 
of the great increase in prices. In 
the pur- 
has not 


other words the real income 
chasing power of individuals 
increased because of price changes. 
The facts of the matter, however, 
dispute this contention. For example, 
in 1955 personal income payments 


in the aggregate were 355 per cent 
greater than in 1927 and real personal 
income, iLe., income measured in 
terms of purchasing power was up 
an impressive 226 per cent. 

Total personal income payments 
through the past 20 years obviously 
increased with the general growth of 
the nation and one of the major 
elements in growth has been the ex- 
pansion of population. However, pop- 
ulation has not increased as rapidly 
as total income payments and there- 
fore personal individual incomes have 
also been increasing rapidly. 

For example, in 1929 every indi- 
vidual in the nation had an income 


on the average of $700 per year: 
currently each individual has an 
income of more than $2,200. Im- 


nn 
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mediately after World War II the 
average family income in the nation 
was $4,100; by 1958 it was $6,200 
and currently it is close to $7,000. 
There are, of course, wide regional 
differences both in average size of 
family income and the rate at which 
family incomes are increasing. In 
relative terms the rate of increase has 
been fastest in the far west and south- 
west, but throughout the entire na- 
tion, on the average, every family has 
added $80 of purchasing 
year to its income every year since 
1950. 


power per 


The general increase in personal 
income payments and average family 
income has led to a new distribution 
of income. Families with incomes over 
$4,000 per year doubled since the 
end of World War II. Currently, only 
36 per cent of all families in the 
nation have incomes of less than 
$4,000; 42 per cent have incomes 
from $4-8,000; 17 per cent from $8- 
15,000 and 5 per cent over $15,000. 


In spite of this increase in the levels 
of incomes and the upward shift in 
the pattern of income distribution 
since the end of World War II, the 
proportion of total income received 
by various groups in the economy has 
not changed substantially. In other 
words, the top 5 per cent of the fami- 
lies in the nation, in terms of income 
earned, still receive about the same 
proportion of total income payments 
as they did in 1946; similarly, the 
bottom 5 per cent in terms of income, 
are receiving today about the same 
proportion of all income payments of 
the nation as they did in 1946. Since 
the end of World War II, therefore, 
despite the shift in incomes upward, 
the general rise in prices and various 
other structural changes in the econ- 
omy there has not been an appreciable 
re-distribution of income. 


What will happen to income pat- 
terns in the next ten years? Are the 
general rates of increase likely to be 
maintained—and if they are what is 
the effect of the increase on housing 
and mortgage markets? 


Clearly levels of personal income 
payments in the aggregate are a func- 
tion of the degree of prosperity in 
the economy and predictions about 
the future of income payments must 
be associated with predictions about 
the future of general economic activ- 


ity. If trends of the past are utilized, 
and if there are no major wars, it 
seems reasonable to assume that the 
gross national product will increase 
at about 3 per cent a year. Given 
this rate of increase and no major 
structural changes in the economy, by 
1965 average family income in the 
nation, in terms of the purchasing 
power of 1960, will be approximately 
$8,600 and by 1970 average income 
will approximate $9,700. In terms of 
rate of increase in 1970 average fam- 


ily incomes will be about 30 per cent 
higher than in 1960. 

With this general increase in aver- 
age farnily incomes there will of course 
be a general movement upward of 
all levels of income. In other words, 
just as in 1957 there were only 14.8 
per cent of all families with incomes 
less than $2,000 compared to 27.3 
per cent of all families in such an 
income category in 1930, in 1970 
there will be even fewer families with 
such low incomes. Moreover, the real 
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purchasing power of all families will 


higher will not rise as 


rapidly as incomes during the 1960s. 


be prices 


The crucial question related to this 


matter, however, is whether or not 


there will be much change in income 
In 


other words will the top 5 per cent 


distribution in the next ten years 


of families in terms of income receive 
more, less, or the same amount of all 
income payments, and vice-versa? 

the period since the end of 
War II 


little change 


In 
World 


tively 


there has been rela- 


in income distri- 


bution. However, there are forces at 


work which indicate that there may 
be some change in the next ten years. 
First, social security payments, mini- 
mum wage laws, extension ot coverage 
ot 


raising the incomes of many families, 


unemployment benefits, etc. are 


regardless of their fitness for employ- 
ment; second, the increasing amount 
of technology in society is increasing 
the productivity per worker and there- 
fore increasing the capacity of indus- 
try to pay higher wages; third, the 
increasing complexity ol our indus- 
trial plant is requiring greater skills 
for operation and therefore more and 
are taking additional 


more people 


training and education giving them 


greater earning Capacity Conse- 


quently, there will probably be an 
upward shift in the distribution of 
income with a higher proportion of 
total income payments going to the 
lower and middle income groups than 
was the case in the 1950's. 

[hese changes have important im- 
plications for the housing and mort- 


gage markets. 


It is a well-known fact that many 
factors influence the volume of home- 
ownership. Clearly, the terms and 
conditions under which mortgage 


“If, by 1970, the average family income in the nation 


is close to $10,000 a year, the proportion of homeownership 


in the nation should be much closer to 80 per cent of all 


families than the current level of 60 per cent. An 


increase of 20 per cent in homeownership implies con- 


struction of at least 


) 


2 million housing units a 


year for the next 10 years as a minimum- almost a 


doubling of the rate of output during the 1950s.” 


credit is available is a significant item 
in determining the 
and in recent years this particular 


volume of sales 
item has received a great deal of at- 
tention. During the 1930s houses were 
very inexpensive, but people didn’t 
buy because they simply didn’t have 


funds 


for equities or expectations of 
sufficiently make 


them good credit risks. 


income sound to 
Incomes and 
income expectations must not be neg- 
lected when analyzing the outlook for 
housing demand. 

As incomes rise the proportion of 
In 1960 
it is estimated that 72 per cent of all 
ot 


own 


home ownership also rises. 


non-farm families with incomes 
$10-$15,000 owned their 
65 per with 
between $5-$7,500 were homeowners 
and 52 per cent of those with incomes 
between $4-$5,000 occupied their own 
In total approximately 56 


per cent of all non-farm families were 


over 


homes: cent incomes 


homes. 


homeowners. 

It would be inaccurate, of course, 
to suggest that as the general level of 
that there 
automatic increase in 
Indeed, if housing 
prices increased than incomes 
there could be a in home- 
ownership. But the experience of the 


incomes increased 
an 


homeownership. 


family 
would be 
faster 
decline 


past 15 years indicates that real in- 
comes are increasing and will continue 
to increase in the next decade. More- 
over, there is a shift in income pay- 
ments to some of the lower income 
groups have not been in the 
housing market. Consequently, the 
projected pattern of income payments 
for the next 10 years suggests strongly 
that basic forces will be at work to 
increase the demand for housing. If 
at an income $5-$7,500 a 
family enters the housing market, the 
fact that there will be an increase 
of about 15 per cent in the number 
of families in this augurs 
well for a substantial increase in the 
demand for housing. If by 1970 the 
average family income in the nation 
is close to $10,000 a year, the propor- 
tion of homeownership in the nation 
should be much closer to 80 per cent 
of all families than the current level 
of 60 per cent. An increase of 20 per 
cent in homeownership implies con- 
struction of at least 2.2 million hous- 
ing units a year for the next 10 years 
as a minimum—almost a doubling of 
the rate of output during the 1950s. 
It would be foolish indeed, to pre- 
dict housing demand on such flimsy 
evidence of income change and in- 
come patterns. Obviously, the costs 


who 


of from 


category 
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Home Office 
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DALLAS 


@® THE MORTGAGE BANKER « June 1961 


Dallas Title and Guaranty 


Company 





of construction, and availability of 
credit have considerable influence. 
But—and this is the major point—on 
the basis of existing evidence and past 
patterns of development, if incomes 
increase as predicted the volume of 
homeownership in the nation has a 
chance of rising from its current level 
of approximately 60 per cent of all 
families to nearly 80 per cent. Perhaps 
an important challenge for the lend- 
ing industry is to find ways and means 
of encouraging the development of 


this trend. 

Associated with changes in income 
and income distribution are changes 
in patterns of savings. As to be ex- 
pected as incomes change the pattern 
of savings also changes, and it is gen- 
that as incomes rise 


erally a truism 


savings also rise. What is true for the 
individual is also true for the econ- 


omy in the aggregative sense as 
demonstrated by the record of savings 
through the years. In 1929 personal 
savings were estimated at 4.2 per cent 
of personal disposable income, .e., 


income after taxes and other nontax 


payments such as penalties, fines, etc. 
In 1933 there was actually negative 
savings in the economy—people dis- 
saved—but by 1939 savings had in- 
creased again to 2.9 per cent of 
disposable income. After 1940, how- 
ever, the real sharp increase in savings 


began. Between 1940 and 1941 sav- 
ings increased 7.1 per cent and be- 
tween 1941 and 1942 another 16.6 


per cent. In 1947 as to be expected 
with the ability of consumers to buy 
and services which were un- 
available during the 


dropped to 4.7 per cent of income 


eoods 
war, savings 
but as needs were met savings again 
increased and in the entire decade of 
the fifties the 
come saved was $12.6 billion in 1950 


lowest amount of in- 


and by 1959 personal savings were 
$23.4 billion. 

Chere is no reason to believe that 
the pattern of savings developed dur- 
ing the 1950s will not continue 
through the 1960s—that is 
per cent, on the average, of all per- 


about 7 


sonal income will go into savings. As 
personal income increases the volume 
of savings will also therefore increase. 


Where do people place their sav- 
ings? The obvious places of course 
are savings accounts, life insurance, 
government bonds, stocks and bonds 
of commercial enterprises, and invest- 
ment in equities in real property. Con- 
sidering the major areas of savings 
flow, time deposits in commercial 
banks increased by about $2.2 billion, 
shares in savings and loan associations 
about $7.2 billion and holdings of 
U. S. Government bonds held by indi- 
$1.8 billion in 
company 


viduals declined by 
1959. Life 


mium payments increased $3.7 billion 


insurance pre- 
and pension funds went up a stagger- 
ing $7.9 billion in the same year. The 
distribution of these savings, of course, 
varies by income groups; the higher 
the income the greater the savings 
and the higher the income the greater 
the proportion of savings in savings 
accounts. For example, 43 per cent 
of the families with 
$10,000 had savings accounts of $2,000 


had 


incomes over 


and over but only 17 per cent 
U. S. Savings bonds amounting to 


more than $2,000 in value. 


Continued on page 33, column 1) 


Complete Title Insurance 


Title Insurance is fundamental protection for the safety of Mortgage investments. 
The Title Guarantee Company, with 77 years’ experience, renders complete title 
insurance service in: Arkansas, Delaware, District of Columbia, Florida, Georgia, 
Louisiana, Maryland, Mississippi, New Mexico, North Carolina, Ohio, South 
Carolina, Tennessee, Texas, Utah, Virginia, West Virginia, Puerto Rico. 


4 


the Tile Gucrami Eedlinns 


Home Office: Title Building, Baltimore 2, WiKel@akelile, 
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Experience 
In 
Southern California 


DWYER-CURLETT, INC. 


6334 WILSHIRE BLVD. 
LOS ANGELES & CALIF. 


Branches in Santa Ana & San Diego 


Richard F. Dwyer Roger C. Olson 
President Exec. Vice President 
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-AFULL ACRE 


3 of complete land records 
with America’s largest 
and most experienced 


staff of title experts... 





assures you fastest possible and most dependable title services 


... another reason why a Title Insurance and Trust 
Company policy provides the best title safeguards for 
buyers and lenders. Every T.I. policy is backed by 
California’s longest established title company — with 
sound, conservative management and capital, surplus 
and reserves of over $78,000,000. So remember, for your 
protection, for your client’s protection, specify T.I. 


“Since @, 1893” 


Title Insurance and 
Trust Company 


Home office and inter-county service 
433 South Spring Street, Los Angeles 54 + MAdison 6-2411 


OFFERING COMPLETE STATEWIDE TITLE SERVICES 
WITH JUST ONE LOCAL CALL 
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thats not 


just a name 





lawyers Title [Insurance (Orporation 


tm elomeet-inbeleanar= 
SIGNATURE 
ofa 
very special company... 





It's the readily recognized company SIGNATURE that has 
become synonymous with fast, efficient, custom-tailored 
title service. 


It is recognized nationally as the SIGNATURE of the 
company financially larger than any other engaged 
exclusively in the title business—a company that is thor- 
oughly experienced over a territory far greater than is 
served by any other title company. 


On a policy, it's the SIGNATURE to look for. It means 
title insurance by the outstanding company with the 






widest experience. .. . 





iS 


W lawyers Title [nsurance (Orporation 






| 
+f Home Office ~ Richmond . Virginia 


oo CAPITAL, SURPLUS AND RESERVES OVER $23,000,000 


7® 
a LAWYERS TITLE SERVICE AVAILABLE IN 44 STATES, INCLUDING HAWAII; AND 
IN THE DISTRICT OF COLUMBIA, PUERTO RICO AND CANADA. NATIONAL TITLE 
DIVISION OFFICES: CHICAGO, DALLAS, DETROIT, NEW YORK. REPRESENTED BY 
LOCAL TITLE COMPANIES IN MORE THAN 275 OTHER CITIES. THOUSANDS OF 
APPROVED ATTORNEYS LOCATED THROUGHOUT THE OPERATING TERRITORY. 
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Busy #% 
Mortgage Bankers 


S AMERICA hurtles into the 
A space age, the emphasis in Wall 
Street these days is heavily on such 
out-of-this-world missiles, 
rockets and the whole broad spectrum 
of electronics. Despite this stress on 
the glamorous and the spectacular, 
however, public money also is going 


issues as 


increasingly into many a more down- 
business. Since the first of 
this year, for example, there have 
been three offerings of stock in a field 


to-earth 


that heretofore has been very largely 
the financing: 
mortgage banking. In these few 
months, Colwell Co. of Los Angeles, 
Palomar Mortgage Co. of San Diego 
and the Colonial Mortgage Service 
Co. of Upper Darby, Pa., all have 
issued shares to the public.* 
As a the investment 
munity gradually is getting better ac- 
quainted with this important but pre- 
viously little understood business. What 
the mortgage banker does, of course, 


preserve of private 


result, com- 


is to originate and service mortgage 
loans for institutional investors, for a 
fee. Since World War II, the nation’s 
almost continuous housing boom has 
caused the industry to mushroom like 
ranch homes in a suburban commu- 
Its growth has been speeded, 
the government-guaranteed 
mortgages of the Federal Housing 
Administration and the Veterans Ad- 
Today it boasts total 


nity. 
too, by 


ministration. 
assets of some $2 billion, compared to 
a mere $160 million in 1945. More- 
over, there is every evidence that the 
Kennedy Administration’s eager solici- 
tude about housing, as a mainstay of 
the nation’s prosperity, will ensure 
continued growth for mortgage bank- 


*A fourth: the big Kissell Co., Springfield, O. 


“Mortgage banker 


Something like a discoverer of old sighting a new land or a 


modern scientist reaching a goal he’s been seeking, the field of 


individual investment has discovered mortgage banking—and 
the first conclusions seem to be that it’s big, that there is a 


great deal about it that was not known outside the industry, that 


it's been pretty successful. 


4nd, says Mr. Willatt in Barron’s, 


(with whose permission the article is reprinted) the outlook 
is quite favorable. Back in April The Mortgage Banker commented 


briefly on the first three firms in the industry which “went public.” 


Mr. Willatt tells more in detail how the development came about, 


what it indicates. But more than that, what he has to say is a 


present day picture of mortgage banking, it’s seeing ourselves as 


someone capable of understanding sees us. We don’t know 


about that servicing fee range of from one-half of one per cent to 


one or those “many” mortgage bankers who still occupy cubby holes 


but otherwise the facts are in focus. 


ing as a whole, and bigger volume and 
earnings for the leading companies. 

Some 1,150 mortgage banking com- 
panies now are in business in the U. S., 
according to the Mortgage Bankers 
Association of America, which claims 
about 85 per cent of them as mem- 
bers. This they servicing 
an aggregate of perhaps $30 billion in 
mortgage loans. The majority of the 


year, are 


firms are quite small, many of them 
one-man ventures, operating out of a 
cubby-hole. At the other extreme, 65 
such companies are big 
handle loan-servicing portfolios in ex- 
cess of $100 million, while 16 top $200 
million. 

Without question, the largest mort- 
gage banker in the country is the closely- 


enough to 


By Norris Willatt 


held T. J. Bettes Co., with headquar- 
ters in Houston, Texas, and a total of 
22 offices in seven states. At present, 
the 
loans, with a total value of $1.2 bil- 
lion. Runner-up is the Western Mort- 
gage Co., of Los Angeles, also closely 
held, which services a portfolio esti- 
mated at more than $600 million. All 
its liens, by the way, are held by Met- 
ropolitan Life Co., for 
which the company acts as sole corre- 


company is servicing mortgage 


Insurance 


spondent in the West. 

Other large privately-owned or 
closely-held firms include Insurance 
Funds Mortgage Co. of Los Angeles; 
James T. Barnes Co. and Advance 
Mortgage Co., both of Detroit; Doven- 
muehle, Inc., of Chicago; A. B. Robbs 
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of Phoenix; the Mountain 
Co., of Albuquer- 
and McCaughan 
of Coral Gables, 


Trust Co., 
States Investment 
que New Mexico: 
Mortgage Co.., 
Fla 


Also among industry leaders are the 


Inc.. 


aforementioned publicly-held compa- 
nies. Palomar Mortgage Co. has a 
portfolio of some 29,000 loans, with a 
total value of over $222 million; Col- 
well Co., of over 27.000 


aggregating $314 million, which makes 


one loans, 
it one of the top ten concerns in the 
nation: while Colonial Mortgage Serv- 
ice (Co., 10.000 
some $362 million, ranks fifth in vol- 
in the U. S 
other publicly-owned concern operat- 


with loans totaling 


ume Even larger is an- 
ing in Florida and Georgia: Stockton, 
Whatley, Davin & Co. of Jacksonville. 
At the close of its fiscal year on May 
51, 1960, it 
$9,000 loans, amounting to $433 mil- 
Finally, the Co. ol 
Rouge, La., which is engaged 


principally in production and sale of 


was servicing more than 


lion Crawtord 
Baton 


homes and the acquisition, develop- 
ment and sale of commercial proper- 
ties, has a mortgage banking subsidi- 


ary, the Crawford Home Loan Corp. 

For all the mortgage banking firms, 
the 
for servicing mortgage 


main source of revenues is fees 


loans. Services 
rendered include collecting and remit- 
ting principal and interest, inspecting 
and the 


properties, determining the adequacy 


reporting on condition of 


of insurance, making tax payments, 
attending to torec losures, and so on. 


a bank 


or life insurance company, in locations 


For obvious reasons, it pays 


lar from its own headquarters, to em- 


ploy a local mortgage company, in- 


stead ol setting up its own organiza- 
tion at where it has 


every point 


investments. The usual servicing fee 
the 


ranges from 2 of | per cent to | per 


charged by mortgage company 
cent of the outstanding balance on a 
loan. Such fees contribute 40 per cent 
of the gross income of Palomar Mort- 
gage, 59 per cent of that of Colonial 
Mortgage Service, and 62 per cent in 
the case of the Colwell Co. 

The other activities of the mortgage 
bankers the 


whole, to generate servicing revenue. 


also are designed, on 
For example, they originate loans for 


institutional and other investors, using 


field representatives to solicit such 
business from builders, real estate 
brokers, and even individual home 


14 THE MORTGAGE BANKER + June 1961 


buyers. Between 20 per cent and 25 
per cent of the volume of Colwell, 
Palomar and Colonial Mortgage Serv- 
ice originates in this way. The com- 
panies charge the borrower a fee of 
about 1 per cent on the principal 
amount of the loan, 
ask a placement fee from the appli- 
Normally, the mortgage 


and sometimes 
cant as well. 
company obtains the servicing business 
on loans it originates. 

Also aimed at eventual long-term 
servicing income is the industry prac- 
tice of making short-term construction 
loans to builders, on which it charges 
fees ranging from 1% per cent to 242 
per cent; lately, this service has been 
extended, in some cases, to include a 
loan for the purchase of land to be 
developed. Again, the mortgage com- 
pany usually will be asked to service 
most of the mortgage loans on houses 
in the tract. 

Still another way for a company to 
through ware- 


generate business is 


building an inven- 
which it 
advance commitment 


While 


are in inventory, the mortgage banker 


housing—that is, 


tory of mortgages tor has 


received no 


from an investor. such loans 


collects the interest on them, at the 
going rate of 5% per cent to 6 per 
cent. Since it is intended mainly to 
serve the convenience of investor- 


customers who occasionally may want 


to buy mortgages on short notice, 


warehousing is a_ relatively minor 


source of revenue. Some companies 
also obtain a little added revenue from 
loan insurance, brokerage and trustee 
fees and miscellaneous charges. 

Though scarcely in the public eye 
until recently, mortgage banking is a 
long-established, not to say venerable, 
institution. It traces its ancestry back 
to the land banks of the early eight- 
eenth century, and to the property 
banks in the South during the nine- 
teenth, both of which had rather 
checkered careers. In those days, funds 
to finance mortgages were raised by 
issuing notes or debentures, as Euro- 
pean mortgage banks still do, and as 
some publicly-owned mortgage bank- 
ers recently have done. 

However, the modern type of opera- 
tion, dating from early in the present 
century, has tended to finance itself 
from its own capital resources, supple- 
At one time, 
mortgages originated by bankers—al- 
most exclusively first liens on property 


mented by bank loans. 


were sold to individuals. Nowadays, 
however, the industry leaders all orig- 
inate loans on a mass scale, for big 
investors, including life 
companies, commercial 


institutional 
insurance 
banks, savings banks and savings and 
loan associations. Among the institu- 
tions serviced by the Colwell Co., for 
example, are Bowery Savings Bank, 
Teachers Insurance Co. of America, 
Williamsburgh Savings Bank, Con- 
tinental Assurance Co., and Franklin 
Life Insurance Co. 

The sharp growth of the business 
since World War II stemmed 
largely from the popularity of mort- 
gages insured by the FHA and the 
VA. Both federal agencies provide 
for the underwriting of home mort- 
liberal terms to bor- 
rowers, minimize risks to lenders, and 


has 


gages on very 


facilitate arrangements to 
builders. 

he flow of 
investment in housing has been in- 
creased further by state legislation 
such as the New York State measure 
dating from the early ’fifties) permit- 
ting local institutions to buy out-of- 
state FHA and VA mortgages. The 
impact has been felt especially in 
California, the demand for 
mortgage money perpetually outstrips 
the supply. Thus such companies as 
Colwell and Palomar Mortgage every 
year have been able to place hundreds 
of millions of dollars in loans with 
institutional investors in the East and 
Middle West. 

Finally, establishment of the Fed- 
eral National Mortgage Association, a 
Government agency with power to 
and sell order to 
stabilize the market, also has given the 
business added scope. In fact, Fanny 
Mae today is the largest single cus- 
tomer for mortgage loans originated 
by the many leading companies. In 
the fiscal year ended August 31, 1960, 
to illustrate, FNMA contributed 15 
per cent of the total income of Palo- 
mar Mortgage Co., while no private 
lending institution accounted for 10 


mortgage 


institutional funds for 


Ww here 


buy mortgages in 


per cent. 
Under the circumstances, the recent 
results of companies in the business 
have been highly favorable. In April, 
less than seven years after its organi- 
zation, McCaughan Mortgage hit the 
$100 million mark in servicing, a gain 
of nearly $25 million in less than a 
For the nine ended 


year. months 


February 28, 1961, Stockton, Whatley, 
Davin reported net income of $559,- 
725, equal to 67 cents a common share 

44 cents from operations and 23 
cents from a non-recurring capital 
gain), against $169,704, or 20 cents 
a share, a year earlier. On April 15, 
the company paid an extra dividend 
of 10 cents. 

However, the management points 
out that income in the 
February quarter included a non-re- 
curring tax recovery, and a substantial 


operating 


brokerage commission connected with 
a $6.7 million FHA mortgage on an 
apartment building (incidentally, the 
largest FHA-insured mortgage ever 
closed in Florida). For this and other 
reasons, Stockton, Whatley explains 
that the nine-month figures cannot be 
projected for the full ending 
May 31, 1961. 

Che latest reported results of Colo- 
Mortgage Co. (which 
plans to pay an initial dividend of 


year 


nial Service 
12 cents on the common on August | ) 
require similar qualification. Unau- 
dited figures for the five months ended 
Feb. 28, 1961. showed net income of 
$160,996, equal to 40 cents on each 
of the 400,000 common shares out- 
standing before the public 
offering. This was almost four times 
the earnings of $44,878 (11 
for the same period a yeat 


recent 


cents a 
share 
earlier. However, in the latest period, 
net was swollen by $52,788 in termi- 
nation fees, while loan replacement 
costs fell substantially below those of 
a year earlier. 

As for Palomar Mortgage, the com- 
pany first went public at the end of 
1959, with an offering of $750,000 in 

cent debentures 
80,000 This 
spring, the company issued an addi- 
$1.1 
subordinated 
due 1975. For the fiscal year to August 
31, 1961, the company is forecasting 


7 per subordinated 


and common shares. 


tional million in 6Y2 per cent 


convertible debentures, 


net per share in the vicinity of 85 
double 
earnings, as its servicing portfolio ex- 
pands to an estimated $245 million, 
from $165 million at the year-end. 


cents, or about last year’s 


Company policy is to conserve funds 
for growth by paying only stock divi- 
dends; 4 
bursed last September. 


per cent in stock was dis- 
Colwell Co. went public at the be- 
ginning of this year, with an offering 


of $1 million in 6% per cent sub- 


ordinated debentures, due 1975, and 
60.000 shares of common stock, at $10 
a share. The concern, which operated 
on a calendar-year basis, reports gains 
in the March quarter of this year both 
in loans originated and in its total 
portfolio. During the three months, it 
originated some $15.7 million in first 
trust deed loans (California’s equiva- 
lent of mortgage loans), a gain of 30 
per cent over the $12.1 million in the 
first quarter of 1960. As of March 
31, 1961, the number of loans being 
serviced was 27,217, up from 24,984 
a year earlier, and the aggregate in 
the portfolio came to $313.9 million, 


an increase of close to 13 per cent. 


“41l in all, the mortgage bankers feel that 
the risks inherent in their business are far 


outweighed, at least for the foreseeable future, 


by the rewards. 


spring up across the land, they expect their 
own role as middlemen in home financing to 


keep on growing as it has in the past decade 


and a half. 


the publicly-owned companies in the field, by 


expanding geographically, by 


smaller concerns and by diversifying into new 
fields, will outperform the industry in general. 
The leading firms, at least, should continue to 


flourish like crabgrass on a suburban lawn.” 


During the first quarter of this year, 
the company added clientele 
four large investors, bringing the total 
to 63. It also made arrangements to 
sell more than $49 million in mort- 
For the full year, Presi- 
looks for in- 


to its 


gage loans. 
dent Bundy Colwell 
creased revenues and higher profits. 
For 1960, the company reported op- 
erating $1.9 
which it earned a net profit of $273,- 


income of million, on 
062, equal to 70 cents a common 
share. Last year Colwell paid out 11 
cents in cash on the common, taking 
3.6-for-1 split last 


into account a 


November. 

At the moment, then, the mortgage 
bankers are flourishing. Moreover, 
they expect today’s prosperity to con- 
tinue. For one thing, there is no end 
in sight to the steady flow of mortgage 
money from institutions in the East 


{1s new houses continue to 


From all indications, moreover, 


taking 


and Midwest to the high-construction 
areas in California, Florida and Texas. 
The mortgage bankers are encouraged 
also by forecasts that new housing 
starts this year will rise some 5 per 
cent, and by the actions taken by the 
Kennedy Administration to buttress 
home building. 

Over the longer term, too, the in- 
dustry has several grounds for encour- 
agement. Perhaps the most obvious is 


the nation-wide upsurge in family 
formations. The number of Ameri- 
cans between 19 and 25 (the main 


potential source of new mortgage-loan 
business) is expected to increase by 
decade, 


current 


50 per cent in the 


over 





and even more sharply during the 
*seventies. Projections on housing con- 
struction suggest that a high level of 
million and 1.5 million 
starts per year may be sustained from 
now through 1965. The FHA and VA 
programs, and the activities of FNMA, 
too, seem more likely to expand than 


between 1.3 


to contract. 

So much, then, for external factors. 
The industry also has several sources 
of internal growth. Regulations im- 
posed by the Government 
with which mortgage bankers do busi- 
ness, and by state authorities, such as 
real estate and corporation commis- 
sioners, set no limits on their expan- 


agencies 


sion either geographically or by 
merger. both means is 
characteristic of the mortgage banking 


Growth by 


business today. 
Continued on page 42 column 1) 
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The Economic 


Recession’s over, a big year ts ahead—but so a: 





HE CURRENT has 


been in progress for about a yea 
It has 


recession 


and has been exceedingly mild 


followed, to a remarkable degree, the 


precise pattern that most experts fore- 


saw from the start. It is now clear 


that we are already at, or very close 


to, the bottom of the downturn 
Signs of multiplying. 
Business has begun to reduce the rate 


recovery are 


at which inventories are being liqui- 
dated 
equipment, which had been cut back 
$2-$2'% billion in the past 12 months, 
moderate 


Spending on new plant and 


is scheduled for at least a 


improvement later this year 


Expenditures by Federal, state and 
All gov- 


ernment spending on goods and serv- 


local governments are rising. 
ices, incidentally, this year will exceed 
$100 billion, which is equal to one- 
fifth of the value of all we produce 
Construction is feeling the lift of 


spring. Good weather, after a rough 
winter, is bringing cheer to the hearts 
of auto dealers and producers of dura- 
Che stock market, fulfilling 


role of harbinger of things 


ble goods 
its classic 
been forecasting, ever 


to come, has 


since the election, either a dramatic 


business recovery or a great inflation 

ol both 
Chere are, of course, still many soft 

spots, but the plus signs exceed the 

minuses, 

the turn 


The 


big question, of course, is how vigor- 


I think we can safely say 
has come: recovery is under way. 


ous and sustained a recovery it will be. 
On this point there is considerable 
difference of opinion. 

At the 
dent’s Labor-Management 
tee, President Kennedy said he would 


meeting of the Presi- 


Commit- 


first 


not be surprised to see a recovery of 
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business this summer but a continua- 


tion of 6 per cent or / per cent un- 
employment in the fall. 

On 
and university economists—probably a 
minority at this point—think the re- 


sharp, vigorous and 


the other hand some business 


covery will be 
sustained 

By June the forces of recovery will 
be obvious to all; and by late autumn 
the revival will be vigorous with Gross 
National Product running at a 
of $520 billion or better, compared 
a scant $500 billion in the first 
quarter. On the 1962. will 
almost certainly be the most prosper- 
ous year in our history thus far. 


rate 


with 
record, 


For the moment let’s leave it there, 
while we have a happy thought to 
hold. 

But before we throw our hats in the 
air, it should be noted that the reces- 
sion of 1960-61, even when it has 
ended, will leave behind a haunting 
legacy of doubt and worry. 

The thing that has been really dis- 
turbing about this recession is that it 
followed so after the 1957-58 
decline. We are apt to think of the 
business cycle as comprising a com- 
plete wave—from a peak of prosperity 
to a pit of recession and back to a 
new and even higher peak of pros- 


soon 


perity. Indeed, our earlier 
business cycles did have this neat, or- 
derly and rather reassuring appear- 
ance. Not so the recessions of 1957-58 
and 1960-61. These two were not only 
closely bunched together but were ac- 


tually interdependent. 


pe ystwar 


The fact is we never really achieved 
full recovery the 
1958. Even in the most prosperous 
period of 1959 unemployment re- 
mained substantial. It is possible that 


from recession of 


we should think of the entire period 
extending the middle of 1957 
to the present as a period of quasi- 


from 


depression analogous to, though hap- 
pily much less severe than, the Great 
Depression of the 1930's when we had 
several up and down oscillations of 
the business curve but could not escape 
from the curse of massive unemploy- 
ment. 

The haunting question is: Do these 
recent years reflect merely the ending 
of the postwar era with its pent-up 
demands, inflated credit and inade- 
quate productive capacity ; or, are we 
witnessing a return of the dilemma 
of the when chronic 
unemployment persisted right up to 
the onset of war? 

I will return to this but first I 
should like to look briefly at life on 
the New Frontier under the leader- 
ship of our young president from Har- 


pre-war years 


vard. 

Mr. Kennedy has brought to Wash- 
ington a surprisingly mixed, but on 
the whole, admirable team. He has 
put together a sort of coalition cabinet, 
with the sensitive posts of Treasury 
and Defense going to Republicans. 
For Secretary of State, he picked Dean 
Rusk, a Rhodes scholar, quiet, schol- 
arly, greatly respected by those who 
know him. Then he has bracketed the 
Secretary by two eminent Democratic 
politicians—Adlai Stevenson and 
Chester Bowles 
thought to have coveted the top job. 
Is this genius or expediency? For Sec- 
retary of Labor he picked the smartest 
labor lawyer in the country, Arthur 
Goldberg, whose pronouncements and 
actions since taking office have left 
some labor leaders a trifle baffled and 
caused others to call him the “Mr. 
Republican” of this Administration. 


each of whom was 


utlook o 





b on the New Frontier 


0 are some of worst U.S. problems 





Moving with the drive and energy 
of youth—in obvious contrast to the 
measured, energy-saving pace of his 
predecessor—Mr. Kennedy has made 
a strongly favorable impression on 
most people. In the course of a brief, 
highly unscientific taxicab poll I took 
in Washington recently, I learned that 
“everyone feels much better.” “They 
feel like a lot of things that need to 
be done are going to get done.” 

That may not be very precise but 
it’s important. Mr. Kennedy has had 
a salutary effect on public sentiment. 

The remarkable thing is that thus 
far there is very little of a tangible 
character to support the widespread 
impression of bold, new action. 

In fact, young President Kennedy 
has met the recession of 1961 almost 
precisely the way old President Eisen- 


hower met the recession of 1958. 
There have been no dramatic or 
drastic measures. On both occasions 
the White House has turned a deaf 


ear to recommendations for a tempo- 
tax cut. On both occasions the 


rary 
response was identical. Like Eisen- 
hower, Kennedy said: “We'll wait 


until April to see whether things im- 
prove.” 

On both occasions April brought 
the well-nigh inevitable improvement, 
and a tax cut, whether or not it would 


have been a good idea earlier had 
clearly become outdated by April. 
Meantime, the prospects are that 


spending will increase and deficits will 
rise, although there is as yet no sign 
that Mr. Kennedy will achieve in fis- 
1962 a deficit as the 


cal large as 


nearly $13 billion one Mr. Eisenhower 
piled up in fiscal 1959. 

Actually, Mr. Kennedy has turned 
out thus far to be very much of a 





conversative. He is obviously aware 
that the label of big spending and 
the threat of inflation are political 
liabilities especially 
Democrats. So he 


dangerous to 
has talked boldly 
but moved cautiously. 

A Washington wit summed up the 
Administration’s performance, saying 
it reminded him of that dazzling 
basketball the Harlem Globe- 


trotters. The New Frontier team has 


team 


been passing the ball forward, behind, 
sidewise and underneath—a brilliant 
display—but thus far nobody has 
has scored a basket. 

the President 
has steered reflects, no doubt, his own 


The cautious course 


normal inclination. It reflects also his 
appreciation of the fiscal conservatism 
of Congress, and a recognition that 
the narrow margin of his election gave 
him no sweeping or unchallengable 
mandate. 

Not all of his advisors have been 
quite happy with Mr. Kennedy’s 
moves to stimulate recovery. One of 
the most distinguished of them, Pro- 


fessor Paul Samuelson of MIT, has 
called the President’s recovery pro- 
gram a “placebo program” —a pill 


that makes the patient think he is 
being treated although in fact the bill 
has nothing but a little sugar in it. 


By ELLIOTT V. BELL 


Mr. 


For the coming fiscal 
Kennedy has budgeted for only about 
$3 billion more than Mr. Eisenhower 
had planned. He is budgeting a defh- 
cit of only $234 billion. 


year, 


the President’s brilliant 


braintrusters 


Some of 


young are concerned 
whether deficit spending of such mod- 
est proportions will give the economy 
the forward life they think it needs. 
Certainly thus far, and prospectively 
for 1962, the President’s program for 
stimulating 
more 


and growth is 
conservative than 
most people realize—a good deal more 
than the stock market’s 
ebullience would suggest. 


recovery 
modest and 
conservative 


Now, it may well be that the Presi- 
dent, proceeding by political intuition, 
may turn out to have been a better 
or at least a luckier—economist than 
his advisors. If this recovery should 
indeed should 


carry the economy back to reasonably 


prove vigorous, if it 
full employment faster than is now 
anticipated, then, of course, it will be 
all for the best not to have overstimu- 
lated the economy by rapid and mas- 
sive increases in government spending 
on the one hand, or sizable tax re- 
ductions on the other. Either course 
would tend to revive the inflationary 
Continued on page 45) 
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Is the FHA Loan 





BELIEVE that there are unmis- 
takable signs that the FHA mort- 
is losing its position of impor- 


mortgage 


gage 
tance in the _ residential 
market and unless present tendencies 
are reversed, it will decline greatly as 
a means of residential financing. What 
are these forces currently operating to 
reduce the position of the FHA mort- 
gage? As I see them, there are four: 

> The changed investment climate 
for FHA mortgages: 

> Changes in the comparative 
growth rates of mortgage investing in- 
stitutions, with those institutions hav- 
FHA mort- 


slowdown in 


ing a natural affinity for 
gages experiencing a 
growth: 

> The changing nature of housing 
demand and housing needs: 

> The heavy demands for capital 
funds in uses competing with the FHA 
Now let 


one of these forces in detail. 


mortgage us examine each 


First, during the past several years 
has 


the 
I mean by this 


the general investment climate 


become much less favorable for 
FHA mortgage. What 
is as follows: The FHA system was a 
product of the Great Depression. It 
was developed and grew in an invest- 
ment climate of great concern about 
the riskiness of home mortgage lend- 


ing. FHA 


successful as a 


insurance was eminently 


device for bringing 
lenders back into the home mortgage 
market. It made possible low down- 
payment, long amortization mortgages 
attractive to institutional investors 
and paved the way, along with the 
VA 
which has been accomplished since 


the end of World War II. 
But 


mortgage, for the mass housing 


the investment climate has 
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about 


changed greatly in the past several 
years. We are riding along today on 
15 years of a rising real estate market. 
Memories of the 1930’s have dimmed. 
Even the senior mortgage officers who 
functioned in the early 30’s have 
stopped saying that “it can happen 
again.” Instead, there is a growing 
confidence that somehow the govern- 
will indeed per- 
mit another serious depression. 
Whether or not this confidence proves 
to be misplaced, it exists. Moreover, 
investors undoubtedly 
impressed with the idea that in this 
world of Cold War, and the urge for 
full employment and faster economic 
growth, general deflation and defla- 
tion of real estate values is not likely 
to take place, but rather that more 
inflation will be a continuing threat. 


ment not cannot 


have become 


Consequently, I am convinced that 
with most investors the degree of risk 
in home mortgage lending has seemed 
to be greatly reduced. In view of this, 
the conventional mortgage has come 
to have a great deal more appeal. 
The fully conventional 
mortgage has aided in promoting the 
acceptance of the conventional mort- 
Liberalized state laws with re- 
to loan-to-value ratios have 


amortized 


vage., 
spect 
widened the effective use of the con- 

and are an evidence 
the greater confidence 
the safety of residential mort- 


ventional loan 
themselves ol 


gage loans. 

The outcome of these changes in 
is that today 
incentive for 
institutional lenders to seek 
tional loans. They prefer to do their 
own underwriting of risk and to be 
paid for it in the form of a higher 
interest return than can be obtained 


the investment climate 


there is much greater 


conven- 


on an FHA mortgage. Competition 
among savings institutions has greatly 
intensified, and the urge to maximize 
the rate of return on investments has 
become pressing. Under these circum- 
stances, the FHA mortgage, with its 
ceiling on the interest rate, and 
FNMA purchases to maintain the 
prices of FHA mortgages at higher 
than market levels, has been losing 
ground badly in the competition for 
funds. 

Thus, the general investment cli- 
mate in the past several years has 
become less and less favorable for the 
FHA mortgage and more and more 
receptive to the conventional mort- 
gage. 

A second force which is tending 
strongly to reduce the importance of 
the FHA mortgage is the changing 
growth rates of various types of mort- 
gage lending institutions. Unfortu- 
nately, from my viewpoint, the fast- 
growing savings institutions are those 
that do not invest in FHA mort- 
gages. Those institutions which have 
had a strong affinity for FHA mort- 
gages have slowed in the rate of 
growth of their available funds. 

It is apparent that the growth of 
the savings and loan associations has 
been tremendous. They have been 
able to make liberal loans outside of 
the FHA system. Many students of the 
mortgage market have questioned the 
risks assumed by the savings and loan 
associations, and have been concerned 
about their exposure to losses; but the 
prolonged rise of the national econ- 
omy and the inflation of real estate 
values have carried them through 
safely so far. The reasons for the con- 
tinuing growth of the savings and loan 
associations are the aggressively high 


Facing a Decline? 


Yes, says O'Leary, but it can be halted 





dividends they pay on shares, whereas 
other types of mortgage lending insti- 
tutions are restricted in the interest 
payable to depositors, along with the 
very liberal loans they are able to 
make, the resultant high rate of re- 
turn on their loans which, in turn, 
makes possible the comparatively high 
dividends to shareholders. Whatever 
the reasons, the savings and loan as- 
sociations have experienced a_ phe- 
nomenal growth—and they are not 
large buyers of FHA mortgages. We 
have a peculiar situation in that the 
country’s national housing policy is 
expressed primarily in terms of the 
FHA system, but at the same time the 
burgeoning savings and loan system 
operates predominantly outside the 
FHA market. 

Moreover, two very fast-growing 
sources of capital funds have been 


the corporate uninsured pension funds 
and the state and local funds. Thus 
far, despite much discussion, these 
funds have not been brought to any 
large extent into the FHA market— 
and I have serious doubts that they 
ever will be much of a factor. 


s also 


There the comparatively 
slower growth of life insurance com- 
panies and savings banks as sources 
of capital funds. During the post-war 
period these institutions have been 
the primary source of FHA financing. 
The life companies today hold $9.2 
billion of FHA mortgages and the 
mutual savings banks $7 billion, the 
combined amount being 60 per cent 
of the total FHA mortgage debt out- 
standing. This is not the time to try 
to explain the slower growth of these 
institutions. Although I am hopeful 
that there may be some acceleration, 


it will be gradual in any event. More- 
over, the life insurance companies, 
along with the banks, 
which also in the past have been im- 
portant FHA investors (with holdings 
close to $6 billion at present), are for 
competitive reasons likely to become 
more and more interested in invest- 
ments other than FHA mortgages on 
which they can obtain a higher in- 


commercial 


vestment yield. 

Consequently, it appears that the 
comparative growth rates of the vari- 
ous mortgage lending institutions do 
not present a very auspicious prospect 
for the FHA mortgage. 

A third force tending to limit FHA 
mortgage financing is the changing 
nature of housing needs. The FHA 
mortgage proved to be a highly satis- 
factory instrument for financing the 

(Continued on page 41) 


The FHA mortgage is living in a changed investment climate 


today, those investors which have been the heaviest buyers of FHA’s 


aren't the same ones which are experiencing the greatest rates of growth 


at this time, the FHA has some pretty aggressive competitors for 





the available capital and, finally, housing demands and needs have changed. 
These are the reasons why Dr. O’Leary thinks the FHA loan faces a 


decline. Can it be side-stepped? Yes, in his opinion, and he gives 


his recommendations for retaining the FHA loan on the high 


investment level it has enjoyed in the past. 


By DR. JAMES J. O7LEARY 


Director of Economic Research, Life 
Insurance Association of America, before 
4BA’s First National Mortgage Conference 
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tions here nor even forecasting 


| AM making no business predic- 


what the level of interest rates 
be a year My concern is 
with basic principles and the applica- 
tion of these principles in such a way 
the and best out of 


the American economy, whose capac- 


may 


from now. 


as to get most 


ity and future no one can seriously 
doubt. 
The strength of this economy is 


the market system. It is 


founded upon concepts of private 


based on 


must do everything in our power to 
organize the resources of our commu- 
nities in such a way as to maximize 
their combined economic potential. 

If we are to resolve permanently 
the balance of payments difficulties 
on which we have achieved a measure 
of progress over the past few months, 
and to play fully our role in the de- 
velopment of wider world markets, 
we must accept external competition 
as a challenge to be met on the time- 
more effi- 


honored basis of working 


Che Countless Influences 





Chat Go into Shaping Our 





Monetary Polictes & What 





20 


We Should Expect of Chem 
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property, competitive enterprise, and 
the profit motive 

Experience has pretty well demon- 
reliability of the market 
system as a means of directing human 
effort — voluntarily, rather than by 
to the task of achieving 
for all. 
can do to increase the 


strated the 


compulsion 
a higher standard of living 
[The more we 
breadth, depth, and resiliency of our 
markets—to use a phrase with which 
some have become familiar as a re- 
sult of our discussions of 
market operations in govern- 


the better off all of 


frequent 
open 
ment securities 
us will be. 
Certainly if the western world is 
to have the and 
strength required to meet any threat 
that may be posed by the Communist 


who inhabit the free world 


economic growth 


bloc, we 


ciently to produce goods and services 
at prices which people are willing and 
able to pay. 

This, I recognize, is harsh doctrine 
to some and obviously a hard road to 
travel under some conditions. But the 
goals to be achieved are unlikely to 
be gained in any other way. 

Let all of us, in the banking com- 
munity, in government, and in labor 
and management in every field of en- 
deavor, accept this challenge. Through- 
out our country, we must not only in- 
crease our productivity but also pass 
some of the gains on to the consumer 
in the form of lower prices rather 
than having all of it go exclusively to 
labor in higher wages, or to manage- 
ment in higher profits. By this means 
demand can be stimulated to provide 
more jobs for those who are now un- 


employed, and to keep the economy 
moving to higher levels, and_ still 
greater job opportunities in the future. 

Now one of the most visible and 
striking changes in the world of our 
time — and this is what makes the 
problem urgent—is the steady shrink- 
age of space. 

Already, a globe-girdling network of 
fast air transport is binding our plan- 
et’s three billion people together so 
closely that the word “stranger” has 


diminishing significance. The earth 
) a 
f | / i} 
f { SF 
J \ ~ 7 
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have been awakening, are enormous 
in practical significance. It means that 
in commerce and in finance Ameri- 
cans are in competition not only with 
each other but also with the world: 
in competition not only for goods and 
services but also for capital funds; in 
competition not only in design, qual- 
ity, promotion and credit terms but 
also in prices; in competition not only 
for goods and but 
buyers and borrowers. These things 
about overnight, and 


lenders also as 


haven't come 








There's never a quiet time in money management or for determining just 


the right fiscal policies geared precisely to the conditions of the moment. 





Today those who have these matters under their jurisdiction seem to have more 


than their customary share of problems, all requiring the most expert direction. 








has been compressed into a neighbor- 
hood of some 120 nations. 

Yet even by the biggest and fastest 
jet airliner, it still takes more than 
six hours to transport 125 people across 
the Atlantic. But by cable, it is pos- 
sible to transfer 125 million dollars 
across the Atlantic almost instantly. 

More important than the speed of 
a cable transfer, however, is the readi- 
ness with which the currency of one 
country can now be exchanged for 
that of another. For now that dollars, 
pounds, francs, marks, lira and yen 
can be exchanged almost as readily as 
a ten dollar bill for two fives, the 
financial linkage of the free countries 
of the world has, in a broad sense, 
been completed. 

The implications of that fact, to 
which we as a nation only recently 


hg 
Pac) a (a | ) 
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they didn’t “just happen” by accident. 

Soon after World War II we began 
to give generous aid to the war-devas- 
tated countries to help clean up the 
ruins, rebuild homes, factories, trans- 
port facilities in order to restore those 
countries to the family of self-support- 
ing nations. They did the work of re- 
construction; we supplied some of the 
materials and tools. 

In the course of time our aid pro- 
grams bore fruit. The war-torn coun- 
tries took on a new appearance. They 
changed from paupers to producers, 
from debtors to creditors, from bor- 
rowers to lenders, from aid to trade. 


As they prospered they produced 
more and consumed more, got their 
finances in order, expanded their for- 
eign trade, and created the means 
and opportunities for a freer flow of 
funds across their borders. 

All these developments were rightly 
hailed as necessary steps toward world- 
wide economic rehabilitation, By the 
same token, our own role in interna- 
tional affairs has shifted. We are now 
in a new era of vigorous competition 
and new problems are an inevitable 
by-product. 

In ten of the past eleven years we 
have been running a deficit in our in- 
ternational balance sheet. That means 
we have been spending, lending, and 
investing abroad more than foreign 
countries have been spending, lend- 
ing, and investing here. 

As long as the yearly deficit was 
of modest proportions there was no 
cause for alarm, but in each of the 
past three although for most 
of that period exports exceeded im- 
the deficit ran well above $3 


years 


ports 
billion. 
The international 
and services and capital is a 
street, and the traffic is 
tually advantageous to all partici- 
pants. It will benefit us as 
the rest of the world to expand the 
flow. One of the worst things that 
could happen to compound our bal- 
ance-of-payments difficulties would 
be to adopt a restrictive trade and 
investment policy. It would wipe 
out the hard-won gains of years of 
effort to promote freer international 
The more we trade, the 
The less we trade, 


flow of goods 
two- 
way mu- 


well as 


exchange. 
more we prosper. 
the less we have. 

With European 
fully restored and with Asiatic and 
new African nations striving for bet- 
ter standards of living, we simply 
must recognize that we are living 
in a more competitive world. The 
way out of our troubles is not to draw 
into our shells, not to fence ourselves 
in, but to summon our strength, to 
launch out, to engage in the competi- 
tive fray for all we are worth. 


countries almost 


Meeting the competition of the 
world requires of Americans initia- 


By WM. McC MARTIN, JR. 


Chairman, Board of Governors 
of the Federal Reserve System 
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tive, imagination, inventiveness, en- 
terprise, managerial skill and self-dis- 
cipline, both in our private and in our 
governmental processes. 

In 
we are going to have to come up with 
the 


domestic and foreign markets 
the rmght goods and services, at 
right places, in the right times, with 
the right prices. 

We cannot afford to be priced out 


of the market by the wage-price spi- 


ral: in our private enterprise, employ- 
ers must remember they are compet- 
ing with other employers over the 


world for sales and profits, and em- 
ployees must remember they are com- 


peting with other workers over the 


world for jobs as well as wages. 
Neither can we afford to be priced 


out of the market by currency infla- 
tion: in our governmental processes 
we must guard against reckless budg- 
etary and monetary practices that 


can undermine the value of our cur- 


rency, and with it undermine our 
competitive position as both sellers 
and buyers of goods and _ services 


throughout the world 
In short, solution of our balance- 


of-payments problems requires ener- 


getic private competition in an en- 
vironment of appropriate fiscal, 
monetary, and wage-price policies. 


This does not mean, of course, that 
the economy be kept under constant 
For 


we have had to face 


fiscal and monetary restraint. 


some time now 
a serious unemployment problem at 
home, along with a deficit in the bal- 
ance of payments 

Very early in 1960, well over a year 
the Federal Reserve launched 


upon a vigorous 


ago, 


program of actions 


to buttress the economy against weak- 
that were to become increas- 
ingly evident after mid-year. In March, 
the Federal 


market 


nesses 


Reserve System’s open 
operations began to bolste1 
the lending capacity of member banks 
by reducing the borrowed portion of 
bank reserves. 

Between March and July, with busi- 
ness on the decline, some $1.4 billion 
of additional reserves were provided 
to induce an expansion in bank credit 
and the money supply. Early in June, 
rates 


and 


and again in August, discount 


were reduced. Between August 


December, nearly $2 billion of vault 
cash was made eligible to be counted 
as reserves and still more reserves 
were provided by open market opera- 


wuons 
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“If we are to resolve permanently the balance of payments 
difficulties on which we have achieved a measure of progress 
over the past few months, and to play fully our role in the 





development of wider world markets, we must accept external 
competition as a challenge to be met on the time-honored 

basis of working more efficiently to produce goods and services 
at prices which people are willing and able to pay. This, I 


recognize, is harsh doctrine to some and obviously a hard 


road to travel under some conditions. But the goals to 
be achieved are unlikely to be gained in any other way.” 


Some of the effectiveness 
of the foregoing actions by the Fed- 
eral Reserve is recorded in the dra- 
matic change that took place in bank 
reserve positions. At the beginning of 
1960 member bank borrowings were 
$400 


reserves. 


measure 


million more than their excess 
Now they have $500 million 
of reserves. Moreover, we have 
been able to sustain a high of 
increase of bank credit, based in part 
ot 

and 


free 
rate 


time deposits. Total 
investments at the 
February were $12.8 billion 
the level of February 1960. 
Nevertheless, the task of engineer- 


on growth 
bank loans 
end of 
above 


ing was increasingly 
complicated during 1960 by an out- 
flow of short-term capital which 


monetary ease 


intensified the balance - of - payments 
problem. An important cause of the 


outflow was the disparity between 

short-term interest rates in this coun- 

try and short-term rates abroad. 
Abundant liquidity prevailed on this 


side of the Atlantic, where slack busi- 


ness conditions and lack of demand 
funds caused short-term interest 
rates decline. We out of 
phase with high levels of business ac- 
tivity prevailing on the other side of 
the Atlantic where there was a vigor- 
demand for funds and 
quently high short-term rates of in- 
terest, particularly in Germany and 
the United Kingdom. Under those 
circumstances, substantial amounts of 
liquid capital flowed overseas to take 
advantage of better returns. The con- 
tinuing accumulation of foreign claims 
on American dollars and the outflow 
of gold reached a stage where confi- 
dence in the American dollar was be- 
ing questioned in overseas financial 
centers and it gave rise to a short but 
dramatic speculative upbidding in the 
price of gold on the London market 
last fall. 

This conjuncture of events, domes- 
tic and international, forced the Fed- 
eral Reserve System to confront a dif- 
ficult dilemma. 


for 


to were 


ous conse- 





Translation.. 


So many lenders talk “‘add- 
on” (where the charge is sim- 
ple interest on the original 
amount for the full term) 
that translation is necessary 
into equivalent “actuarial” 
interest rates earned on funds 
actually outstanding. 

To answer such a need we 
have prepared a little pam- 


FINANCIAL PuBLISHING COMPANY 


82 Brookline Avenue, Boston 15, Mass. KENMoreE 6-1827 


BOOKS, BOOKLETS, INDIVIDUAL CALCULATIONS — 
ANYTHING THAT HAS NUMBERS 


° 


phlet which converts the 
rates back and forth; and it 
also shows maximum legal 
charges for consumer finance 
in regulated states. 

If you would like a free 
copy, write on your letter- 
head for the “Financial Rate 
Translater”’. 








During the latter months of 1960, 
economic recession at home called for 
increases in bank reserves to foster 
expansion of bank credit as a recovery 
measure. If we supplied these reserves 
by purchasing Treasury bills, in which 
our open market operations had been 
concentrated for years, the 
direct impact of our purchases might 
drive short-term rates so low as to en- 
courage a further outflow of funds to 
foreign markets, aggravating the bal- 
ance of payments problem. 

Thus, the Federal Reserve began, 
last October, to provide some of the 
additional reserves needed by buying 
certificates, notes, and bonds maturing 
within 15 months, somewhat longer 
than the 12-month limit we had usu- 
ally held to prior to that time. 

Then, on Feb. 20 of this year, the 
Federal Reserve began to buy securi- 
ties having maturities beyond the 


several 


short-term area. 

[he two-fold purpose of this new 
practice of operating in all maturity 
sectors of the Government securities 
market is to see whether we can pro- 
vide stimulate 


reserves necessary to 


“The Federal Reserve intends now, as in the past, to make 
vigorous use of its monetary powers in order to contribute to 
the attainment of conditions conducive to a productive, actively 


monetary policy alone. Help 





employed, steadily growing economy with relatively stable 
prices. But clearly those conditions cannot be provided by 


is needed, especially in direetly 


attacking some of the problems of unemployment that cannot 
reasonably be solved by credit measures. Without such help, we 


might find at some point that the plague of unemployment 
was still with us, but by then it had been compounded 


by inflation.” 


business without fostering further out- 
flow of liquid funds. 

Some people have said, “You are 
trying to make water run downhill in 
one direction and uphill in another. 
It can’t be done.” Quite frankly, no- 
body can be sure as yet how much 
can be accomplished by these opera- 
tions. But the problem is there, and 
we must make every effort to solve 
it. That we intend to do. 

Since the Federal Reserve instituted 
its all-maturities procedure, there has 
been, quite naturally, considerable dis- 
cussion about the procedure itself and 
still more about its results to date. 

In much of this discussion, it seems 


to me, there has been mistaken 


over-emphasis placed upon the levels 
of interest rates, as if some particular 
levels of rates could be in themselves 
an objective of monetary policy. 
That is not the What the 
Federal Reserve is seeking to do is 
not to set some particular level of 
rates for either short or long term se- 
rather to influence the 
international and do- 


case. 


curities, but 
flow of funds in 
mestic channels. 

The 
fore, cannot be 
matching the level of rates prevailing 
at any given time with the rates pre- 
vailing just before transactions were 
extended to all maturities. 

To me, it would appear, the best 


there- 
merely by 


progress of its efforts, 


measured 
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gauges of that progress are these: in 


respect to short-term rates, whether 
the outflow of funds to foreign cen- 
ters is being stemmed; and in respect 
to long-term rates, whether the flow 
of capital into productive investment 
activities is being facilitated 

To anyone surveying developments 
in recent weeks certain things will be 
apparent 

On the international front, despite 
some turbulence in foreign exchange 
markets following revaluation of the 
German mark in early March, specu- 
lation against the dollar has quieted 

It would be foolish, however. to 
presume our troubles on this front are 
over. The fact remains that currency 
convertibility makes it possible, at any 
time, to have dangerously large flows 
international 


of volatile funds in 


finance—flows on a scale that could 
shake confidence in even the strongest 
currencies, and cause internal difficul- 
ties in even the strongest economies. 
lo gain and hold the world’s confi- 
dence in the dollar, we are going to 
have to remain on guard against the 
causes of these flows differences in 
interest rates, conditions of monetary 
ease or tightness, budgetary condi- 
tions, and developments of any kind 
that raise questions and doubts about 
determination to preserve the value of 
our currency. 
On the domestic front, there is evi- 
that 


flow somewhat more freely into activi- 


dence funds are beginning to 
ties that may help to spur expansion 
of the economy. Record highs have 


been registered in recent months 
in the number and dollar volume of 
proposed corporate security flotations 
submitted to the Securities and Ex- 
change Commission. The total of flo- 
tations by state and local govern- 
ments for April, after a sharp rise in 
March, adds up to one of the high- 
est monthly figures for recent years. 
Meanwhile, market yields on long- 
term securities have been steady, at 
levels appreciably below the highs of 
a year ago, in the face of develop- 
ments that often have produced higher 
interest rates in the past. Among these 
developments have been some widely 
publicized predictions of an economic 
upturn which appear to have given 
a boost to general expectations; also, 
there has been an increase in inter- 
national Many will recall 


that in somewhat similar circumstances 


tensions. 
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in mid-1958, the securities market 
experienced a drastic price decline 
and a sharp rise in interest rates. 

In mentioning these developments, 
I do not—emphatically not—mean to 
claim great accomplishments for the 
Federal Reserve. We have played a 
part, but that is all. 

I would hope that it would be clear 
that we have 
never intended to try to establish an 
arbitrary rate level. Instead, we have 
recognized the beginning that 
the Federal Reserve 
operations depends heavily upon the 
investors. Also, that in- 


likely to ad- 


versely to attempts to set rates arbi- 


to everyone by now 


from 
effectiveness of 


reactions of 


vestors are very react 


trarily, and hence are likely to make 


any such attempts self-defeating by 


their investments elsewhere. 


In our country, the government can- 


moving 


not compel anyone to invest or lend 
his money at rates he is unwilling to 
accept, any more than it can compel 
anyone to borrow at rates he will be 
unwilling to pay. That is a fact that 
no public authority can ever afford to 


ignore. 


Major problem that kee ps staring 
us in the face is unemployment 


What we have been trying to do 
is to operate over a wider range in 
the execution of our transactions, and 
thus to register more speedily in the 
various maturity sectors of the market 
whatever direct impact our transac- 
tions can make. But our operations 
have been within the framework of a 

We have respected the 
investors to decide what 


free market. 
freedom of 
they wish to do, and the necessity that 
the market remain basically free to 
reflect the underlying forces of gen- 
eral supply and demand that mainly 
shape both the trend of interest rates 
and the flow of funds. 

At the moment, we have pressing 
need to reduce unemployment and to 
promote economic growth at the max- 
imum sustainable speed. 

In March, the number of persons 
holding jobs totaled 65.5 million, a 
record high for that month. But an- 
other 5.5 million constituting 6.9 per 
cent of the labor force, were looking 
for work in vain. Not since World 
War II had so many been unemployed 
at that season. 

Getting these people into active, 
productive work will require compre- 


hensive efforts, on several fronts, for 
we will need to press forward—simul- 
taneously—against differing causes of 
unemployment. 

Against cyclical unemployment, 
which arises from contraction of over- 
all demand, the Federal Reserve has 
been and is striving—with an assist 
now from fiscal policy—to give stimu- 
lus to the economy. 

But there is another front on which 
specific actions in supplement of 
monetary and fiscal operations are 
needed if we are to deal effectively 
with the unemployment problem with- 
out at some point risking harmful 
side effects as, for instance, the touch- 
ing off of a new wage-price spiral. 

My reference now 
unemployment, which arises from 
changes in technology, shifts in con- 
sumer preferences and in defense pro- 
duction requirements, depletion of re- 
sources, relocation of plants, and so 


is to structural 


on. 

A major difficulty in getting work- 
ers displaced by such developments 
into other jobs is that their skill, 
education, training and backgrounds 
are not generally those required in 
expanding activities. But we can help 
them to overcome that by providing 
them with educational and training 
programs, better information about 
job opportunities, revision of pension 
and benefit plans to eliminate penal- 
ties against movement to new jobs, 
and reductions of impediments to 
entry into jobs, along with tax pro- 
grams to stimulate investment that 
will expand work opportunities. 

In some of these instances, the pri- 
mary obligation of the government 
will be leadership rather than action, 
for obviously a major responsibility 
and role in efforts to overcome un- 
employment, both cyclical and struc- 
tural, rests upon management and 
labor. 

The Federal Reserve intends now, 
as in the past, to make vigorous use 
of its monetary powers in order to 
contribute to the attainment to con- 
ditions conducive to a productive, 
actively employed, steadily growing 
economy with relatively stable prices. 

But clearly those conditions cannot 
be provided by monetary policy alone. 
Help is needed, especially in directly 
attacking some of the problems of 
unemployment that cannot reasonably 

(Continued on page 33, column 1) 
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WHAT PRICE DIVERSIFICATION? 


A I move past the half-way mark in my MBA 

presidential year, logging thousands of 
additional travel miles and filling more and more 
engagements, MBA and otherwise, I naturally 
find myself adding to my store of experience in 
mortgage banking—the main central theme that 
runs through it everywhere, how it differs in vari- 
ous sections of the country, areas where mortgage 
banking is strongest and where it is something 
less than that. (One of the unique privileges 
afforded an MBA president is this opportunity 
to see, first-hand, the broad 
panorama of mortgage bank- 
ing, which few, if any, other 
mortgage originator or in- 
vestor individually has the 
chance to do. 


From this expanded experi- 
ence I see some aspects of our 
business as more important 
than I did previously, and my 
convictions here have been 
fully confirmed by what some 
outsiders have been saying about our business. 
And certainly this is a time when we're hearing 
some “mighty reliable and _ highly-informed 
opinions” about mortgage banking by some who 
have never been in it and know little or nothing 
about it! There are those from that school of 
despair who aver with an awesome finality that 
one group of lenders will eventually deprive us 
of all the single family business. Others say that 
mortgage banking is a business that went to us 
by default—a “business that was given away,” 
but as we know, those who “gave it away” did 
so because they had found it unprofitable. After 
we have pioneered and proven it to be profitable, 
they would now use their preferred position “to 
try to take it back.” 





Robert Tharpe 


All this makes little impression on me, but 
what has impressed me as never before is the 
matter of diversification in mortgage banking. 
Now, we have long been hearing—and I think 
the overwhelmingly majority of us fully subscribe 
to the idea—that diversification is a “must’’ for 
us. Within limits and so long as it does not 
throttle the free enterprise system, it certainly is 
and will continue to be, because sound diversifi- 
cation becomes more logical and more needed 
all the time. 


So my point is not diversification at all but 
sound diversification. Remember that your prin- 
cipal business is mortgage banking; that’s what 
your capital is for, so don’t be misled by the times 
and impair what you know you have for some- 
thing you think you can get. Diversify your 
operations after only the most mature and care- 
ful deliberation. There are so many new oppor- 
tunities abroad these days that if mortgage bank- 
ers jumped into everything where the possibilities 
seem promising, as some institutional groups are 
doing, their capital, energies, efforts and time 
would be spread so thin that it’s difficult to see 
how any one could succeed. The adage “don’t 
put all your eggs in one basket” is fine but there's 
just as much wisdom in “keeping your eye on 
the ball’ —and the ball for us is mortgage banking. 


As I said, this is one of the impressions that 
has been magnified for me as a result of my 
cross-country tours for MBA—as well as by what 
some outsiders have been saying about us. How 
better can we prove how well we have built our 
mortgage banking structure, how efficiently it 
has served this generation, and how vital has 
been its contribution to the nation’s greatest in- 
dustry, home building, than by keeping our house 
in order? 

What may seem to be a direct contradiction 
to an earlier statement, it does seem that, in some 
instances, others see us better than we see our- 
selves. One noted authority on mortgage banking 
recently said, ““mortgage bankers have de- 
veloped a ‘know-how’ in this field which is other- 
wise hard to come by.” He had no “ax to grind.” 
His statement represented a judgment born of 
long and successful experience. 

So, as we move into the more competitive 
years ahead, let’s always keep our eyes fixed on 
the principal target—mortgage banking. If we 
do this, we will not be forced to knuckle under to 
any group which could use the iron fist it wields 

which feels it has the God-given right to enter 
any profitable fields at the expense of others. 


Sincerely, 


PRESIDENT 
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cam eterna en THE SCHOOL OF 
MORTGAGE BANKING 


was concentrated in the first 
six months. Not so now — | 
it's well spread over the year. The 
1961 Clinics and Conferences 
have been held but ahead is 
much more; and what's 
coming up accentu- 
ates the variety 
of the pro- 
gram it- 
self 
vv 





















NORTHWESTERN UNIVERSITY, CHICAGO 


Course |, June 18-24 © Course Il, June 25-July 1 
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No mortgage banker wants to lose a promising staff member—but usually it’s only after a loss with 
no chance of recapture that he realizes that his most important business asset is his personnel. Thus, it’s good business to 
always cultivate and protect that asset. One way many mortgage bankers have been doing just that for 
16 years is utilize fully one of the most valuable parts of MBA membership: enrolling their personnel in 
The School of Mortgage Banking. This highly professional, completely authoritative educational course, the 
only one offered in mortgage banking, will soon be opening its doors for the annual sessions at Northwestern Univer- 
sity in Chicago and Stanford University in California. Here’s a good suggestion: take a long and careful look at 
your business today, appraise its prospects for the future and then set a value on how importantly your 
competent personnel figures in the picture. Then determine if you can afford not to utilize the unique and 


valuable educational program which MBA has created for you. 


ELECTRONIC 
CONVENTION 


STATLER-HILTON HOTEL, DETROIT 
SEPTEMBER 11-14 





This September, less than a month before the annual Convention, MBA will be offering its members 
something entirely new and also something completely timely. It’s a special Convention in Electronics, about that vast 
new field which has provided the means of doing many things faster, better and cheaper and opened 
the doors to doing other things not possible before. This is a meeting about nothing except this new 
Electronic Way of operation in mortgage banking. It’s here now, perfected to a high degree. In Detroit you're 
promised “everything in electronics,” you'll be shown how to do everything “the electronic way” and the great new vis- 
tas being opened for you and your business by electronics. There will be practical workshop sessions where experts 
will explain every development. You'll be told how each one can be done, shown how to do it. If for 
you, as for so many, the Electronic Way seems a vast, complex field difficult to grasp in all its many aspects, 
the MBA Electronic Convention promises a complete understanding. More important, it will all be so com- 
pletely practical that what you take away from Detroit can be put into your own mortgage operation immediately. 


And remember: this is for management, for servicing, for administration, for every department. 
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MORTGAGE SEMINAR FOR 
TRUSTEED FUNDS 


SHERATON CHICAGO HOTEL — CHICAGO 
SEPTEMBER 15 





Words written and spoken about the why-and-how of opening the vast pools of long-term investment 
capital of the pension funds for mortgages has run into the millions. The arguments are in; the action to make them real- 
ities has begun on a vast panorama—and action by MBA has been of the most practical kind. Also in 
September, and also right before the annual Convention, MBA is sponsoring in Chicago a meeting for 
officers of pension funds, similar to its initial venture in New York in September 1960. It’s exactly what its 
name implies: only for these officers and aimed at providing them with a clear and concise demonstration of just how 
pension funds can invest in mortgages, what they can expect to get, the methods and procedures to use, how the 
hazards of the past have been cleared away. This is no theory-session, no meeting to hear general fore- 
casts—nothing but practical demonstrations of how pension funds can invest in mortgages today. While 
MBA members won't be attending, they'll reap all the benefits accruing from it. 


ANNUAL CONVENTION 


AMERICANA HOTEL — MIAMI BEACH 
OCTOBER 30-NOVEMBER 2 





Then, to cap the Association year, is the annual MBA Convention, the one and only national gather- 
ing of those with an interest in mortgage lending and investing. This year it’s Florida, for the second time in MBA his- 
tory, and likely to be the largest of the 48 annual gatherings of the Association. While each one of the 
many MBA meetings during the year has had a special purpose and objective of its own, the 


Convention is the combination of all of them. 


CASE STUDY SEMINAR ON 
INCOME PROPERTY FINANCING 


MICHIGAN STATE UNIVERSITY — LANSING 
DECEMBER 10-16 





Whether single-family loans continue to play the same major role in a mortgage banker’s business as in 
the past might be the subject of some speculation but there’s no question that, in the future, income property loans will 
become considerably more important. And here’s a field where the mortgage banker does not experience 
quite the same intense competition—if he’s mastered his end of the deal. Last December MBA held a 
Case-Study Seminar on Income Property Financing where this lending technique was studied exactly as if the 
loans were being made. The heavy attendance reflected how universal is the belief that this type of lending will be high 
on a mortgage banker’s agenda in the future, will account for an increasingly large part of his time and efforts. 
But it also fully reflected what a different field of operation it is—and how important it is to master 
every technique. There’s another income property seminar coming up this year. 
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SERVICING TIPS 








from the TOP 


{bout mortgage loan servicing 


from the Mortgage Servicing Committee 


Joseph L. Englemann, Chairman 
Column Conductor—Donald A. Luff 





Mortgage Bankers, Use All 
the Tools in Your Kit 


OR THE MOST economical op- 
peta for the most efficiency in 
production and servicing, mortgage 
bankers ought to be alert to—and use 
every tool at their command. Cer- 
tainly a plumber or an electrician, 
when preparing to do a job, proceeds 
to do so with a tool box filled with 
equipment which enables him to com- 
plete his work in an efficient manne 
Why, then, the mortgage 


banker use every tool in his shop? 


doesn’t 


Within every organization engaged 
in the mortgage banking business are 


certain fundamental sources of infor- 
mation which, if used, can be of great 
value. 

In the Loan Production Depart- 
ment, for example, an annual analysis 
of loan production can be made as 
well as a weekly loan production re- 
and a weekly com- 


port report of 


mitment assignments 

In the Servicing Department there 
is a quarterly analysis of paid-off loans. 
A monthly report of servicing volume 
is also essential. An annual report 
reflecting volume information can also 
be very helpful. 
that 
we have an annual Cost Survey and a 


Good administration dictates 
more or less continuous Job Survey 
program. 

These are tools in our business; my 
observations here are meant to show 
how they are being used in our Com- 
pany. 

A periodic report on commitments 
Production 
Department an excellent indication of 


assigned gives the Loan 
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Competition is keen, new trends are appearing, old ways yield 
to newer methods, minor problems become big ones and little 


ones appear where none existed before 
You must take advantage of 


simple indicated fact: 


it all adds up to a 


every advantage at your disposal. 


By ROY D. WILLIAMS 


The Galbreath Mortgage Company 


Columbus, Ohio 


market conditions. If the 


commitments assigned is 


current 
volume of 
on the increase, then certainly it is 
obvious that our competition is doing 
a better job in some respect. 

It is essential that an honest ex- 
change of market information be ac- 
complished. Insofar as is possible a 
current record of the local market 
prices should be maintained. A com- 
plete summary of our own market also 
should be available to loan production 
personnel at all times. 

In our company we have the Loan 
Department prepare a 
which reflects the 


Production 
weekly summary 
following: 

Number and dollar volume of ap- 
plications 

Number and dollar volume of cases 
submitted to lenders 

Number and dollar volume of cases 
approved 

Number and dollar volume of cases 
closed 

The weekly loan production report 
also reflects the type of loan produced 
and indicates the solicitor who handled 
the case. The report also includes in- 


formation on the backlog of loans be- 
ing processed. 

Loan production should be analyzed 
on an annual basis. The yearly analysis 
should reflect the following informa- 
tion on at least a two year comparable 
basis. 

Type of loan 

Number of loans 

Dollar volume 

Percentage breakdown 

Geographical breakdown 

Source breakdown (brokers) 

Solicitor breakdown 

Certainly an analysis gives 
management complete information on 
all phases of loan production. 

The Loan Service Department 
should produce a monthy volume re- 
port which, as a minimum, should 
reflect the following: 

Loan volume serviced (end of pre- 
vious month) 


such 


New loans closed (current month) 
Principal reductions and _pay-offs 
(current month) 
Net change (increase or decrease) 
The volume report should 
break down the volume and number 
of loans serviced by lenders. 


also 


Supplementing the monthly volume 
report should be an annual report 
which supplies the following informa- 
tion on at least a five year comparable 
basis— 

Number of loans serviced (By lend- 
ers ) 

Volume of loan serviced (By lend- 
ers) 

New loan production (By volume) 

Principal reduction and pay-offs (By 
volume ) 

The volume report information en- 
ables management to accurately spot 
trends and conditions. 

We believe a quarterly analysis of 
loans paid in full is of considerable 
value. The analysis should reflect the 
number and volume of loans paid off. 
It should also reflect the type of in- 
stitution which paid off the loan. This 
enables management to determine the 
activity of competition. 

One of the most significant reports 
which must be furnished by the Serv- 
ice Department is the monthly de- 
linquency report. The delinquency re- 
port should reflect the following 
information: 

Breakdown of loans into classes of 
delinquency, that is, 30 day, 60 day 
and over 60 day cases. ; 

Total number of loans serviced. 

Delinquency percentage. 

Previous monthly delinquency per- 
centage. 

Previous year delinquency percent- 
age. 

Number of cases in foreclosure. 

Type of loan. 

This information is essential in the 
preparation of reports required by 
investors and enables the servicers to 
keep abreast of local conditions af- 
fecting mortgage loan servicing. 

Certainly, in a period of rising 
costs, a true and reasonable cost sur- 
vey is essential. There are certain 
fundamental ground rules which must 
be formulated if a cost survey is to 
be of value. 

Costs and income must be split on 
a fair and equitable basis between 
Loan Production and Loan Service 
Department. Administration costs 
should certainly be split on a 50-50 
basis. Salaries can be broken down 
by departments. Other income and 
expense items can be allocated on a 
fair basis. Income taxes can be al- 
located on a percentage basis by tak- 
the net income attributable to 

department (before income 


ing 
each 


taxes) and dividing it by the total 
net income (before income taxes). 

By arriving at a net income for 
the two departments the following in- 
formation furnished on a 
comparative basis: 


can be 


Average volume serviced 

Average number of loans serviced 

Net expense (before income taxes) 
per loan serviced, per month 

Net after 
per loan serviced, per year 


income income taxes) 

Number of loans produced 

Net income per loan produced be- 
fore and after income taxes 

Naturally, it is important that the 
income and expense figures used agree 
with the figures contained in the an- 
nual audit report of the Servicer. 

Job analysis reports are another 
procedure which can be helpful to 


mortgage banker. In each de- 
partment each phase of each job 
should be broken down by steps. All 
forms required and their proper use 
should be explained. This is most 
helpful in training new personnel. 

Job analysis reports can be pre- 
pared, for example, in connection 
with loan production processing, sub- 
missions, closing, loan shipping, col- 
lection procedures, paid off loans, 
filing, account 
audit, hazard insurance checking, late 
charges and loan servicing. 

The value of the job analysis in- 
creases in direct ratio with the detail 


the 


foreclosure, escrow 


included in the analysis. 

If the mortgage banker will only 
use that which is readily available to 
him he can accomplish much for 
efficiency and within his 
organization. 


economy 





ror *3 





now do so. 


coupon 





Mortgage Bankers Association of America 
111 W. Washington St., Chicago 2, IIl. 


Please send me a binder for The Mortgage Banker. 


is enclosed [] 


| 
| 
| 
| 
| 
| 
| 
| Firm 
| 
| 
| 
| 
| 
_ 


GET THIS HANDY BINDER 
TO KEEP BACK ISSUES OF 


Vortgage banker 


It’s red, 1244 by 9 inches and will contain 24 issues, or those for 
two years, of your copies of The Mortgage Banker. A binder will 
insure that every issue is available for ready reference and makes the 
magazine available for every staff member 
possible when there are no means for retaining them permanently. 
in the future, no need to wonder about just what you saw in The 
Mortgage Banker because with the binder you can check it immediately. 
Many in your office who have no chance to see the magazine can 


When one binder is filled with 24 issues, you can order additional 
ones for future issues. To get a binder, simply fill out the attached 


_— — —  — — — — — — — —— and mail today -—-—-—-——-—-——————— 7; 


something not always 





My check for $3 
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TERMINAL DIGIT FILING 


what is it and can a mortgage firm use it 


ILING perhaps is one of the least 


discussed vert most r ssential 


though non-standardized areas of 
With 


nous files, papers, records and indexes 


mortgage operations volumi- 


constantly used in mortgage activities, 


a well organized filing system con- 


tributes immeasurably to overall op- 
erating efficiency but a poor filing 
system can mean costly, non-produc- 
tive work hours for all personnel from 


Valuable 


time is wasted in frantic searching for 


file clerks to top executives 


lost o1 misplaced files or records. Em- 


barrassment and frustration shorten 


tempers when an irate borrower's 


complaint cannot be handled 


promptly, when an urgent call-back 
is delayed to a very important in- 
vestor (and what investor isn't im- 
portant? when an impatient real 


builder 


estate salesman or is hanging 
on the telephone—all because a file 
can't be found 


Or, do other mortgage companies 


have these problems? 


Che 


servicing files and records 


tremendous importance of 
the mem- 
ory of a mortgage company was em- 
phasized by the deluge of inquiries in 
the wake of servicing transfers. While 
preparing and cataloging records for 


3500 loans from five incoming port- 


folios for integration with our 1300 
loan records system we completely 
revised methods and procedures. Our 


eves were opened to the great extent 
that 
besides our servicing department rely 


borrowers. as well as investors, 


upon servicing files, payment history 


records, insurance policies, tax re- 


ceipts, et cetera kept by a mortgage 


service! 


Mounting inquiries we recetve un- 
derscore the widely spreading use af 
the mortgage company’s files as an 
information center by so many people 
in so many areas of activities, often 
beyond the responsibilities of mort- 
We are called 


to give evidence from our records in 


vage servicing upon 


court trials even where we have no 
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This company thought that it might 
although there were many who said 


the 


system had no application for a portfolio 


of its size and that it probably wouldn’t 
work out. They went ahead anyway 


and don’t regret it. Here’s what 


Terminal Digit ts 


By DAN W. MIDDLETON, JR. 


Vice President, 


Kirbo, Mills & McAlpin, Inc., Jacksonville, Fla. 


interest. Real estate brokers, salesmen 
and appraisers, attorneys and insur- 
ance agents seek information to serve 
Appliance dealers and 
call for absent 


their clients. 
finance companies 
owners mailing addresses or trying to 
locate the missing owner of an aban- 
doned property. Credit reporting 
agencies and banks request credit ex- 
perience on borrowers or builders. 
Various federal, state and local gov- 
agencies making investiga- 
kind or another check 


our records when questions come up 


ernment 
tions of one 
about the property, the present owner, 
title holder or a builder. 


Naturally some questions we believe 


some past 
might infringe upon the confidential 
nature of our records and we decline 
answers. But most inquiries are from 
the persons O1 agencies authorized or 
empowered to obtain the information 
requested. Giving information 


promptly and accurately maintains 
good public relations while keeping 
cost of this special service to a min- 
imum. 

We searched for a 
that would be simple yet flexible and 
anticipated 


In our study of other mort- 


filing system 
easily expandable for 
growth. 
gage servicers’ filing systems, we found 
either alphabetic or some variation of 


straight numerical filing generally 


used. We discovered that each com- 


pany contacted had the best system! 


Strangely enough, this is often true 
with charitable allowance for 
the personal pride of the staff member 
or group who engineered the filing 
system, however elaborate or simple. 
For through trial and 
companies seem to finally come up 
with a good filing system for their 
particular situation. 


even 


error, most 


Generally, main considerations of 
a filing system seem to include: (1) 
Frequency of use of the files and 


number involved, (2) proximity of 
housing to the point of use, (3) gen- 
eral layout of work areas, (4) protec- 


tion in case of fire or other disasters 
and (5) functional 


the mortgage company. As situations 


organization of 


vary widely among companies, we be- 
lieve a good filing system should be 
custom designed to provide adequate 
control of individual files and records 
and also facilitate efficient use in all 
areas of the operation. 

Although we 
companies using Terminal Digit and 
were discouraged by filing experts, 
certain this ap- 
pealed to us. Then we observed that 
only giant companies with from 50,- 
000 to 60,000 upwards to hundreds of 
thousands of files using Terminal Digit. 
We told that 20,000 files was 
the minimum 
sider for an installation of this filing 


found no mortgage 


features of system 


were 


very number to con- 


system. 


But we soon discovered that Ter- 
minal Digit simply means using the 
last two digits (00 through 99) as 
primary filing numbers and the sec- 
ond two digits (00-00 through 99-00) 
as secondary figures. The remaining 
figures to the left are filed in straight 
numerical order and are called “final” 
numbers. This merely reverses in a 
fashion straight numerical filing by 
reading from right to left. There are 
100 primary divisions which are in- 
finitely expansible by merely adding 
secondary guides. 

We concluded that modified Ter- 
minal Digit, using two secondary posi- 
tions for each primary section, had 
possibilities, viz: 


File Numbers 1 through 5000) 


PRIMARY SECONDARY 

GUIDES GUIDES FILES 
00 01-00 
02-00 
03-00 

20-00 
920-00 

40-00 
40-00 
41-00 

42-00 

50-00 
01 00-01 
° 01-01 
. 02-01 

. 20-01 
. 20-01 

. 40-01 
. 40-01 
To 19-01 
99 01-99 
02-99 
03-99 

90-99 
20-99 

40-99 
40-99 
41-99 
42.99 
49.99 


So, against all advice from experts, 
we decided to give Terminal Digit a 
try. We found that our McBee Key- 
sort cashier cards could be needled 
sorted faster in Terminal Digit order 
than in straight numerical sequence 
which we were using. Already we had 
changed from alphabetic filing of 
cashier cards to reduce the sorting 
digits required and cut down on wrong 
entries of remittances where borrowers 
had similar or the same names. 

At first, our cashiers were skeptical 
of Terminal Digit. It looked compli- 
cated. We used “do-it-yourself” di- 
viders of manila stock for the trial 
period to keep down the cost of our 
experiment. 

However, during a two month test, 





our cashiers became quite excited over 
the “new system.” Ease of inter-sort- 
ing cashier cards after each day’s post- 
ing and constant even spacing of 
groups of 18-20 cards between di- 
viders in the full trays at the first of 
the month spurred their enthusiasm. 
The cashiers’ enthusiasm spread to 
the Addressograph operator who 
changed the loan plates to Terminal 
Digit order in ten days without in- 
terruption of routine work. Filing Ad- 
dressograph plates in the same order 
as the cashier cards facilitates imprint- 
ing and checking delinquent notices 
and a month-end delinquent list. Many 
of the file jackets transferred to us 
had been in use 15 to 20 years. Num- 
bers of them had been through a 
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cAttention ... 


Mortgage Originators 


Our business is selling FHA and VA Mortgages to the 
secondary market. If you seek Takeout Commitments, 


we urge you to consult us. 


Edwin F. Armstrong & Company 


51 EAST 42ND STREET 





MURRAY HILL 2-1176 


NEW YORK 17, N. Y. 
























~ CASUALTY INSURANCE CO. 


TIPLE LINES 


URANCE CORPORATION 


552 Grand Ave., Oakland, Calif. * 1217 E. Colorado, P.O. Box 1350, Pasadena, Calif. 
2300 N. Central Ave., Phoenix, Ariz. 
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prior transfer and were well worn 


hard use. Some were disinte- 
Besides 
ot colors. stocks, 
New 
We selected grey pressboard folders 
for durability. A special Remington- 


Rand feature of two black blocks po- 


from 


grating there was a variety 


stvles and sizes of 


folders jackets were essential 


sitioned on green or orange tinted 


strips along the visible edge of the 
folders to indicate like Terminal Dig- 
its aids in sorting and enables a muis- 


filed folder to be spotted at a glance 


The blocks are out of line and the 
misfile stands out like a “sore thumb.” 
Our folders were factory pre-num- 


bered especially for Terminal Digit 
filing. We chose the now popular shelf 
advantageous use of 


files for most 


floor space and economy of cost 
Then came the frightening change- 
Our files 


arranged in investors 


over! servicing were in 14 


groups classi- 


fications and loan number sequence 
We were told by filing spec ialists that 
changing to Terminal Digit would be 


task 


ove! an 


a monumental working around- 


the-<« lock 


But, with some planning, the conver- 


entire week-end. 
sion was accomplished without inter- 
ruption of usual operations, no addi- 
tional personnel and only very few 
hours of overtime in three regular five 


day work weeks. 


Che key to this smooth quick in- 
stallation was 5x3 guide cards printed 
with Addressograph since the plates 
Terminal Digit order. 
facilitate 


were already in 
For 


and control pre-scheduling of cashier 


fire protection and to 


cards with NCR 3100 accounting ma- 
chines, amortization schedules are kept 
in manila folders on a special shelf 
file in a hreprool vault separate from 
servicing jackets. Only three davs were 
required to switch the amortization 
files from straight numeric to Terminal 
Digit order. This completed our con- 


version which was facilitated by the 


sequence in which it was done 


DIRECTORY OF AMERICAN 
SAVINGS & LOAN ASSOCIATIONS 


1961-62 EDITION 


The established investors’ encyclopedia. First complete 
jirectory of all Savings and Loan Associations in all 
50 states and D. C. Over 6,300 entries. Listings al- 
phabetically by State and City, name of Association, 
location, key officials, assets, memberships in Federal! 
agencies. 282 page cloth bound volume. $25 postpaid 
10% cash discount. Sample listings om request. 


T. K. SANDERSON ORGANIZATION 
Directory Publishers 
200 €. 25th St. Annex Baltimore 18, Md. 
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Now after using “Terminal Digit” 
for over three years, our people are 
still enthusiastic about it. Overall, a 
tremendous improvement has resulted, 
we think, from these advantages: 
>» Accuracy and speed has increased 
in filing papers and 
also pulling, sorting and refiling 
Ad- 


additional 


jackets, cashier cards and 


dressograph plates. 
> Filing space is utilized to its full- 
est capacity since shelf or drawer 
contents can be figured mathe- 
matically and provision made for 


expansion 


> Back-shifting 


distribution is 


is eliminated be- 


cause even main- 


tained as new loan Addresso- 
graph plates, files and cashier 
cards are added and those of 


——,. 


Prime Mortgages Throughout the 








terminated loans are removed. 

> The constancy of the fixed posi- 
tion of the Addressograph plates. 
files and cashier cards and flexi- 
bility of the system facilitate ex- 
pansion by merely adding guides. 

> Misfiles of 
folders have been reduced to a 
negligible few easily located by 


borrowers’ servicing 


rapid visual inspection of entire 
portfolio. 

If only 2,000 or 3,000 files were in- 
volved, we believe the user will bene- 
fit from “Terminal Digit.” We feel 
certain improved efficiency in our fil- 
ing operations has proven the installa- 
tion effort well worthwhile for 5.000 
files. 

So we suggest that if you have filing 
problems, try Terminal Digit. 





e In Choice Locations 


e Offered at Maximum Yields 





530 Fifth Ave. 
New York 36, N. Y. 


Telephone 
YUkon 6-5390 








lina ... Virginia... Ohio 





Protect your mortgage investments wic: 
Berks Title Insurance policies. Berks Title offers full 
service to corporations and individuals who buy, lease or 


otherwise invest in real estate. 


Eiaths Jitle INSURANCE COMPANY 


READING, PENNSYLVANIA 


Agencies throughout Delaware. . Florida... Maryland. ..New Jersey. . North Caro- 
Pennsylvania 


West Virginia. . District of Columbia 








AS GOES THE ECONOMY 
(from page 9) 

The savings pattern, therefore, with 
reference to mortgage lending, indi- 
cates that the prospective increase in 
average levels of income will lead to 
more savings in the form of savings 
accounts, primarily in savings and 
loan associations and a higher volume 
of life insurance company purchases. 

Both these conclusions augur well 
for mortgage lending. Pension funds 
are increasing at such a rapid rate 
that they, too, may well be tapped 
volume of mortgage 


for a greater 


funds in the future. 

On balance, therefore, other things 
being equal, the prospective pattern 
of income distribution in the next 10 
years indicates that savings will in- 
As a result, the supply of 
capital from which mortgage funds 
must be drawn will also increase, and 
moreover, the distribution of savings 
held by individuals towards life insur- 
ance companies in the form of pre- 
mium payments and savings and loan 
associations augurs well for the total 
supply of funds available for mortgage 
lending. This does not mean that 
there will be less competition for 
funds—indeed, it will remain high, 
but the funds will be there for the 
competitive person to go after. 


crease. 


The long-run trends are reasonably 
clear, but what is likely to happen to 
consumer savings, expenditures and 
indeed next Basically 
most forecasters see personal income 
in 1961 leveling off at about 2 per 
cent higher than in 1960. The in- 
crease is predicted upon the fact that 
in spite of some unemployment in 
certain and salary rates 
are relatively firm and there is pres- 
sure from organized labor to raise 
rates in many firms. This increase is 
not substantial but it is significant. At 
the same time it is generally estimated 
that savings will drop from the 1960 
1960 savings were unusu- 
ally high—about 14 per cent above 
1959—so that 1961 
will drop about 8 per cent less to the 
1958 level of approximately $24.4 
billion. The increase in savings in 
1960 was accounted for by a sharp 
decline in expenditure for durable 
goods. In 1961 it is expected that 
these expenditures will increase and 
consequently savings will decline. 
However, the decline will do nothing 


income year. 


areas wage 


level. In 


total savings in 


more than stimulate business activity 
and help speed the movement of the 
economy out of the recessionary sit- 
uation. 

In summary, therefore, it is appar- 
ent that mortgage lenders must be 
aware of changes in 
and distribution for a number of rea- 
sons. First, levels of consumer incomes 
have a marked effect on housing pur- 
consumer 


income levels 


second, levels of 
incomes determine levels of 
from which mortgage funds 
third, patterns of consumer incomes 
determine levels of consumer expen- 
ditures which markedly affect levels 
of general economic activity. 


chases; 
savings 
flow : 


The forecast of consumer activities 
and incomes indicate that if current 
trends continue the demand for hous- 
ing will increase and funds will be 
available for financing the increase. 
At the same time it should be care- 
fully noted that activity 
depends on a wide variety of factors; 
that consumer income levels are in- 
tegrally linked with levels of invest- 
ment, tax policies, monetary action, 
etc. Therefore, the analysis of just 
one aspect of the economy must at 
best be limited and tentative. Conse- 
quently, the conclusions offered here 
must always be interpreted in the 
light of what happens throughout the 
rest of the economy. 


economic 


THE COUNTLESS INFLUENCES 
(from page 24) 

be solved by credit measures. Without 

such help, we might find at some 

point that the plague of unemploy- 

ment was still with us, but by then 

it had been compounded by inflation. 

What is needed, in my judgment, is 
a judicious blend of specific actions, 
well-balanced monetary and fiscal pol- 
icies, and wage-price policies fitting to 
a vigorously competitive market struc- 
ture. 

In such a setting, the Federal Re- 
serve System would be able to carry 
out its operations more effectively, 
and at the same time with greater 
moderation in respect both to easing 
and to tightening credit conditions. 
In consequence, swings in interest 
rates and in bond prices should like- 
wise prove more moderate. 

And in such a setting, conditions 
would be ripe for the type of demand- 
expansion I mentioned at the begin- 


ning: a demand-expansion built upon 
provision of better value through pass- 
ing some portion of productivity gains 
to the consumer in the form of lower 
prices, and a demand-expansion fur- 
ther fostered by active American trade 
in widening world markets. 

In my judgment, there is no surer 
path than this to an enduring pros- 
perity, in which all free men may 
share. If we actively pursue this 
course no threat the Communists may 


produce will seriously endanger, our 
security. 
As before Association of Reserve City Bankers, 


Boca Raton, Fila. 


>» JUST WHAT WE NEED: In a 
marked reversal from their perform- 
ance in 1959, the American people last 
year added an estimated $1.10 to their 
accumulated long-term individual sav- 
ings for dollar of increase in 
their personal debt. 


every 


During the previous year the growth 
in accumulated long-term savings 
came to the equivalent of only 68 
cents for every dollar of personal debt 
increase during the year, one of the 
poorest annual relationships /ith re- 
spect to savings found in the record 
of the Fifties. 

A big factor in the 1960 showing 
was a bulge of nearly $4 billion in 
savings. Accumulated long-term sav- 
ings grew by $18 billion last year over 
the year before, the second best yearly 
gain in the period since the end of 
World War II. At the same time, the 
people as a whole put the brakes on 
the borrowing spree of the previous 
year as the business slowdown induced 
a more prudent handling of their 
financial affairs. The net personal debt 
increase last year was just over $16 
billion, some $4 billion less than the 
growth in 1959. 

Accumulated long-term personal 
savings added up to a record estimated 
at $313'% billion at the beginning of 
this year. This was the equivalent of 
around $6,000 for every household in 
the land, half again as great as at the 
start of the Fifties. 

Here is testimony to the ingrained 
thrift habits of the American people 
and their continued reliance on fixed- 
dollar savings despite the inflationary 
pressures prevalent over so much of 
the last two decades. It is likewise a 
confidence-inspiring factor of the first 
rank for the economy. 
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California MBA Installs Officers for 1961 





BANKERS 
fe. 


(* 
- 


* rr; 


New officers of California MBA John J. Lyman, president, and Charles 
are congratulated by Silas O. Payne, E. McCarthy, treasurer. Howe and 
center, outgoing president. Left to Lyman are of Southern California 
right. Paul H. Howe, secretary: A. G area: Payne, Cummings and Mc- 


Cummings, vice president Payne Carthy of Northern California. 


Robert Scott 1961 President New Jersey MBA 





ert G. Guempel, first vice president; 
George M 


installs officers: 


MBA 


Robert 


New 
MBA 


Jersey 


President I harpe; f Johnson, second vice pres- 


Charles Horn, outgoing president; jdent: Arthur G. Pulis. Jr., treasurer. 
Robert Scott, incoming president; and Elected Governors: Charles A. Geb- 
(Carton Stallard, first vice preside Oo : . 

rr “anny oe nd tent o! hardt, Murray Forbes, Louis H. 
speaker of the evening and installed Meyer, and J. Francis Rauch. Mem- 
the new officers and governors who, bership in New Jersey MBA is at an 


Rob- all-time high 


ilong with President Scott. were 
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L. K. Horn Named Head 
of the Florida MBA 


L. K. Horn, vice president, Lon 
Worth Crow Company, Miami, was 
elected president of the Florida MBA 
at the group’s annual Convention in 
West Palm Beach. Other officers 
elected were Fred W. Crozier, vice 
president, Bisbee-Baldwin Corpora- 
tion, Jacksonville, first vice president; 
D. Richard Mead, Jr., president, D. 
R. Mead & Company, Miami, second 
vice president; W. L. Randol, treas- 
urer, National Title Insurance Com- 
pany, Miami, 
Richard B. Caton, assistant vice presi- 
Stockton, Whatley, Davin & 


secretary-treasurer ; 


dent, 





Above, W. L. Randol, L. K. Horn and 
Fred W. Crozier; below, Mr. Horn, Carton 
S. Stallard and Leeson A. Hogarth. 


es 





Company, Jacksonville, regional vice 
president and Walter W. Prather, as- 


sistant vice president, Commander 
Mortgage Corporation, Orlando, re- 
gional vice president. 

New governors named include Cecil 
H. Hulsberg, vice president, Stockton, 
Whatley, Davin & Company, Tampa; 
Dwight E. McCormick, vice presi- 
dent, Glenn E. McCormick Co., Inc., 
St. Petersburg; and Wilson Munner- 
lyn, executive vice president, Kirbo, 
Mills & McAlpin, Inc., Jacksonville. 

One of the principal speakers at 
the Convention was Carton S. Stal- 
lard, MBA vice president, who painted 
an optimistic picture of the economic 
pull-out from the the 
past six months and the prospects for 


recession in 


gains. 


Continued on next page, ?) 


column 2 





W. B. Case Elected President of Arkansas MBA Corie Roache Elected 





W. B. Case, assistant vice president 
of T. J. Bettes Company in Little 
Rock, has been named president of 
the Arkansas MBA for the coming 
year and Harry A. Mooney, assistant 


cashier of the Union National Bank, 


has been elected vice president. The 
secretary-treasurer is Byron Schriber, 
secretary of Weaver & Company. 
Above, Messrs. Mooney and 
Schriber. 


Case, 


Admiral Nebraska Navy Addresses State MBA 





: 
a mm 


When the Nebraska Mortgage As- 
sociation held its Spring Conference 
in Omaha, Jack Benoit of the Equi- 
table Life of lowa spoke on Mortgage 
Loan and MBA President 
Robert Tharpe spoke on “Seven Keys 
to Tomorrow in Mortgage Banking.” 
Then both named Admirals 
the Great Nebraska Navy by authori- 
zation of Governor Frank Morrison 
and given certificates, complete with 
the Governor’s Seal. Some who were 
there: Charles Rasmussen, Western 
Securities Company in Omaha; Kirk 
Miller, City Mortgage Company in 
Omaha; Mr. Benoit; Mr. Tharpe; 
Don Dixon of the H. A. Wolf Com- 
Lincoln, President of 


Servicing 


were 


pany, current 


the Nebraska Association; and Mrs. 
Barbara Hoober of Don J. McMurray, 
Omaha. Mrs. Hoober Program 
Chairman. 


was 


FLORIDA MBA MEET 
(Continued from page 34) 

“A good demand for housing and 
an abundance of financing are the two 
principal factors responsible for this 
revival in the construction outlook,” 
Stallard said. He pointed out that 
financial conditions are favorable for 
such an expansion. He said that the 
institutions upon which the mortgage 
market mainly depends—the life in- 
companies, the mutual sav- 
and the savings and loan 


surance 
ings banks, 


Hawaii MBA President 


Corie J. Roache has been elected 
president of the Hawaii MBA to suc- 
ceed Charles K. Hamane of American 
Factors, Ltd. Roache is manager of 
the mortgage loan department of 
Hawaiian Trust Company, Ltd. The 
Association elected David L. Austin, 
president; John J. Pietsch, 
secretary; Fred H. Mosher, treasurer: 
and Bob Maekawa, director. 


Jr., vice 


and are 
Sav- 


all have had, 
increases in 


associations 
having, substantial 
ings funds available for investment. 

“Rarely has a year begun with such 
a favorable prospect for the mortgage 
borrower,” Stallard “The evi- 
dence of this is plain in the recent 
interest rates.” 


said. 


trend in 





? Well, in the middle 
the 
Douglas 
both 
of Aetna Life Insurance Company. 
They’re partying at Florida MBA. 


Who in the 
is the person 
cover of this issue with R. 
Swinehart and Robert Peterson, 


who graces 


He emphasized the gradual im- 
provement in the demand for mort- 
financing will be mainly the 
of strengthening of business 
generally, but he did not expect the 
government to have much to do with 


gage 


result 


the improvement. 

“The administration’s new housing 
and urban renewal proposals, complex 
and sweeping as they are, all deal with 
the fringes of the market rather than 


said Stallard. 


with the core,” 


THE MORTGAGE BANKER * June 1961 35 











Biography of a Busy 
MBA and What It Does 


Now that mid-year approaches sig- 
naling the end of major activities in 
the nearly sixty local mortgage bank- 
ing groups, plans get underway for a 
renewal in the Fall and, in many, an 
appraisal of past accomplishments 


and others which didn’t quite meet 
the grade. Chicago MBA, the coun- 
try’s second largest local mortgage 
group, is a case in point. Its wide 


range of activities, scope of efforts, 


and enthusiasm of its members com- 
bine to set a format better than any 
guide book could as to what is a local 
MBA group, what does it concern it- 
self with and how do its achievements 
the failures 


measure up against 


During the present administration, 
headed by Newton S. Noble, Jr., the 
Association has had its usual schedule 
How 


go is always the first in- 


of meetings, all well attended. 
the meetings 
fully members regard 


dicator of how 


their local trade group 

Another activity has been its School 
of Mortgage Banking, a effort 
similar to MBA’s School. It has been 


local 


FLORIDA MBA MEET 
Continued from page 35 
heard N. 


deputy mortgage com- 


The Florida Convention 
E. Miller, Jr., 
missioner of the State, describe what 
has happened so far as the result of 
the Mortgage Brokerage Act passed 
by the Legislature more than a year 
During the first year the Com- 
300 


1.500 of their associates, solicitors and 


ago 
mission registered 1, brokers and 
branch officers. During the first eight 
months of this present fiscal year 147 
188 
Che 


was originally 


additions have been added but 


registrations have been cancelled. 
office 
a move to bring some sta- 


licensing law 
passed as 
bility to the production end of mort- 
gage financing and had the support 
organizations the 


of mortgage ove! 


state. As confirmation of the need for 
some such legislation heard prior to 
the law’s enactment, Commissioner. 
Miller disclosed that 28 


those who took the examination failed 


per cent of 


to pass and about 10 per cent of the 
original group had arrest records. This 
was disc losed sim e the law requires 
finger printing of applicants for mort- 


gage licenses. 
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Cefolia Heads Greater New Orleans MBA 


so successful that plans are now being 
investigated to the 
Mortgage Bankers Institute as a part 
of the Central YMCA School, leading 
The Central YMCA is 


an accredited college. 


establish it as 


to a degree. 


Another activity that called for Chi- 
cago MBA efforts was the work con- 

Insurance Committee 
Ted Wilson. One 
vantageous bill killed in 
mittee and another, which would pro- 
hibit the 
broker’s license to lending agencies in 


fronting its 
headed by disad- 
was com- 


issuance of an agent’s o1 
communities with a population of over 
five thousand, however, is still in com- 
mittee. In addition, the group’s Legis- 
lative Committee Frank 
Fleck kept members advised during 
legislation. 


headed by 


the year of national 


In the the 
continued to be as 
been in the past and particular em- 


The Cook 


[Treasurer was invited to dis- 


servicing area group 


active as it has 
phasis was placed on it. 
County 
cuss real estate taxes at one meeting. 


Other committees, such as Member- 
ship and Membership Qualifications, 
had full job assignments and one evi- 
dence of their importance was the 
fact that the MBA 
tinued to grow during the year. Public 
Ray Mulli- 
the group 


continued to be a well-known organ- 


Chicago con- 
relations was handled by 


gan’s committee and 


ization in the Chicago area. 


Another activity that concerned the 
local group this year was a test case 
to do with the legality of a 
The Court ruled for 
the suit to 


having 
commitment fee 


the defendant in recover 





Stephen Cefolia, executive vice 
president, First National Mortgage 
Corporation, was elected president of 
the Greater New Orleans MBA at its 
annual meeting, succeeding Newell M. 
Leslie, vice president, W. B. Leedy & 
Company, Inc. Also elected 
Anthony Chimento, president, 
Home Mortgage and Investment Cor- 
poration, vice president; and Claude 
Meyer, vice president, Delta Mortgage 
Corp., secretary-treasurer. 


were 


vice 


Julian Car- 
Mortgage 
manager, 


Directors named were 
ruth, president, Carruth 
Corp.; William Collins, 
mortgage loan department, Weil In- 
vestment Co.; Louis M. Jones, presi- 
dent, Eagle Mortgage Corp.; Roy E. 
Lassus, vice president, Standard Mort- 
gage Corp.; Newell M. Leslie, and 
A. K. Northrop, Jr., vice president, 
Dane & Northrop, Inc. Above, Messrs. 
Chimento, Cefolia and Meyer. 


stand-by fees. 
as trustee under a land trust and by 
the trust beneficiaries, as plaintiffs, 
against an insurance company. Chi- 
cago MBA appeared as “a friend of 
the Court.” Plaintiff alleged that the 
$4,000 standby fee paid to the in- 
surance $200,000. 
534 per cent, 20 year loan was re- 
the 
indefinite. 


It was filed by a bank 


company for a 


fundable as commitment was 


vague and During the 
term of the l-year commitment, in- 
terest rates declined and the plaintiff 
rate, 
increase in the 
The insurance 

refund the 


sought a revision to a lower 
longer and 
amount of the loan. 
company refused to 
standby fee. 


term 


In Atlanta... 


. MBA had its Southern Mortgage 
Conference, a combination of work- 
shop sessions about practical aspects 
of the business and an appraisal of 
broad economic matters. It was a big 
one, 600 attending this 1961 meeting 
in President Tharpe’s own bailiwick. 
As seen “on the scene’: First, a smil- 


In above photos: (left) Mr. & Mrs. 
Philip L. Greenawalt, Brooklyn; Carton 
Stallard; Mr. & Mrs. Jere M. Mills, Atlanta. 
(center) Solon Gershman, Clayton, Mo.; 


Harold Goubile, Grover Johnson and Bill 
Battle, with MBA executive vice president, 
Frank J. McCabe, Jr. (second from right). 

Then, Frank C. Murphey, Charlotte; 
Dwight E. McCormick, St. Petersburg; W. 


ing trio consisting of President Tharpe 


at right); together with the Hon. 
John W. Davis, Congressman from 
Georgia, speaker at the Conference 
luncheon; and (center) Carton S. 
Stallard, MBA vice president. Next, 
first day’s program speakers: W. Lee 
Evans, mayor pro tem of Atlanta; 
James G. Richardson, University of 
Florida, Gainesville; Jack M. Martin, 


Mr. & Mrs. R. C. Humphrey, Mobile; for- 
mer MBA President & Mrs. John C. Hall, 
Birmingham. (right) Roy D. Warren, At- 
lanta; Robert E. Goldsby, Elizabeth, N. J.; 


D. Robertson and W. R. Cuthbertson, also 
of Charlotte. Next, E. Travers King and 
Elbert B. Schenkel, both of New York City; 
with Wm. A. Fickling, Jr. and B. Sanders 
Walker, both of Macon. And below, Frank 


-_- 


Atlanta, a conference co-chairman; 
William C. Weaver, Nashville; C. C. 
Cameron, MBA Conference Commit- 
tee chairman, Raleigh, N. C. Then, 
speakers at the second general session: 
Arthur W. Viner, New York City; 
Nathan T. Bascom, Worcester, Mass. ; 
Jere M. Mills, Atlanta, the Confer- 
ence’s other co-chairman; R. Man- 
ning Brown, Jr., New York City. 


W. C. Tritchler, Atlanta; Thurlow C. 
Guinn, Birmingham; John J. Corley, Jr., 
Atlanta. Middle tier of photos: Mobile 


MBA members James Jackson, Jack Ponder, 


McCabe, again, with Mr. & Mrs. G. G. 
Haynswood, New York City; Mr. & Mrs. 
Churchill G. Carey, Baltimore; and (seated) 
Mr. & Mrs. Harold S. Buckley, Lawrence, 


Mass. Two final views show the sessions. 
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A Meeting iu Montreal 


That iongest undefended border in 
the world that separates two ol the 
world’s closest good neighbors was 


crossed 


In two places that third week 


of May with President Kennedy going 
to Ottawa for his first state visit and 
MBA going to Montreal for its first 


Canadian meeting, Ottawa was highly 


successful and a tribute to the Presi- 


dent’s realization that the state of the 


world is such that no longer can the 
best of good neighbors be taken fot 
granted. And Canada is the best kind, 
our best customer and, through the 
vears, an unflagging friend. 

MBA’s trip to Montreal was cut 
from the same pattern While mort- 
we banking as we know it doesn’t 
exist in Canada, that nation’s great 
institutional investors have the strong- 
est ties with us. That was part of 


what MBA set out to do, cement those 


ties, get to know each other better. 


Sut brushing aside the objectives com- 
Montreal the 
of Quebec 


pletely and Province 


are places that can capti- 
vate anyone The city is one of the 
world’s most colorful and cosmopoli- 
tan; and since a meeting-place hotel 
always plays an important role in any 
1 big and pleasant 


meeting it Was 


surprise to find in the Queen Elizabeth 
a hotel exceeding anything previously 


seen in accommodations and service 


It was the first time MBA’s Eastern 
Mortgage held 
outside New York and attendance was 


Conference had been 
down only slightly, nearly hitting 1000. 
We talked about things American and 
James F 


Toronto developer, traced the growth 


things Canadian Harris, 
of shopping centers there, a similar 
pattern to that in the U.S.A 
group led by James W. Rouse, which 


included Mr. Harris and D. B. Mansur 


A panel 


and Angus McClaskey of Toronto, 
took a close look at our booming 
cities on both sides of the border 
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Canada 





Some of Canada’s principal people with MBA in Montreal, George W. Bourke, 


Sun Life 
Dai id /. Walker, 


pre ide nt »f the 


and The Hon 


General conclusion: some pretty terri- 
fic influences are at work, deeply im- 
bedded, every one of which is changing 
lives in an immeasurable degree. 
The took a look at 
Canada’s National Housing Act and 


oul 
Conterence 


our own FHA. Both have been out- 
standing successes, Canada’s consid- 
erably less involved than our own, 


more concentrated to the job set for 


it and less on social welfare. It makes 


no loans on existing houses, makes 
many loans direct, is just now (day 
after Conference conclusion) getting 


started on a secondary market facility. 
Stewart Bates, Central Mortgage and 
Housing Corporation president, was 


in the group that looked at both 
methods and with him were FHA 
Commissioner Neal J. Hardy, John 


M. Dervan of VA, Mark Gerecke, of 
Life, G. A. Golden of Sun 
Life and Theodore Buenger of Doven- 
muehle, Chicago. 

Woodlief Thomas, adviser to the 
Federal Board, tackled the 
dilemma in gold which has the deep- 
est significance for both the U. S. and 


Reserve 


Assurance Company of Canada, President Thar pe 
Minister of Publi 


Works of Canada. 


The gold flight is 
acute now as it was last year but, he 
this balance of payments 
problem has not been solved, will 
require the best the U. S. 
the best will mean some 
Edward A. Counihan, ITI, 
Massachusetts Commissioner of Banks, 
had a thoughtful message for mort- 
gage bankers when he said that since 
the mutual savings banks have bought 


Canada. not as 


warned, 


has to 
gvive—and 


sacrifices. 


a great amount of mortgages out-ol- 
state ($6.300 billion) and about 95 
per cent of them through mortgage 
bankers, supervisory agencies such as 
his own will have to know more about 
who and what is a mortgage banker. 

Briefly told, Montreal in May for 
MBA was an unforgettable experience. 
Credit a big share to this intriguing 
city, its people, the personality of 
Canada, a superb hotel and, last but 
not least, to Sidney Shepherd of Bank 
of Montreal and G. L. Campbell of 
Sun Life—they originated the experi- 
ence, did the work and marked “suc- 
cess” on the package. 





Montreal was a two-day Conference with panel discussions of shopping 
centers (they're booming in Canada too) and another on the difference 


between the U. 


S. FHA system and Canada’s NHA. Above, luncheon group, 


where members heard Cabinet Minister David J. Walker speak. 


La Eastern Mortgage 
Conference par la Mortgage 
Bankers Association a hotel 


Reine-Elisabeth, Montreal 


In Montreal, above left, center, three representatives 
from Teachers Insurance & Annuity Association of Amer- 
ica, William Jensen, Everett L. Cook and Walter Mahl- 


stedt. Informal Conference chat, P. Howard Pemberton, 





In the Queen Elizabeth corridors, above, left, James 
[. Barnes of James T. Barnes & Company in Detroit 
with Silas F. Albert of the firm’s Grand Rapids branch. 
Center, John R. Walsh of Lawyers Title Insurance Cor- 
poration in Richmond, with Nelson B. Merritt of Law- 
yers. Detroit Division, with Donald H. Mitzel, Hannan 
Realty Exchange, Inc., Detroit and Thomas K. Hartzler, 
Jr., Hartzler Mortgage Company, Columbus, Ohio at 
morning coffee. Right, center three, F. W. C. Irwin, 
The Canada Life Assurance Company, Toronto, David 
E. O’Neill, Jay F. Zook, Inc., Cleveland and L. C. Forth, 
Sun Life Assurance Company of Canada, Montreal. 

Below, registering, from the right, Jack Schwartz, J. I. 








Provident Savings Bank of Baltimore, William O. Hayes, 


The Title Guarantee Company, Baltimore and D. M. 


Pyrtle, Magic City Mortgage Company, Roanoke, Virginia. 





Kislak Mortgage Company, Inc., Newark and from 
Worcester, Massachusetts Clayton W. Adams, Worcester 
Mechanics Savings Bank and George D. Blakeslee, State 
Mutual Life Assurance Company of America. Center, 
John V. Gaughan, Kansas City Title Insurance Company, 
Baltimore and left, R. A. Griswold, City-Wide Mortgage 
Company, Kansas City, Missouri and R. S. Hodge, of 
the same Company. Right, Everett Mattson, T. J. Bettes 
Company, Houston, Burton L. Hedin, J. P. Huntoon & 
Co., Inc., New York, George Ulich, Williamsburgh Sav- 
ings Bank, Brooklyn, John H. Crew, T. J. Bettes Com- 
pany, Oklahoma City and Alfred J. Brady, Williamsburgh 
Savings Bank, Brooklyn. 
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MBA Nominations 


Every year is election year in MBA 


> hut before election comes the nominations. 


The Nominating Committee has submitted its 


slate of oficers for the 1961-62 term 


Carton S. Stallard, president of the 
Jersey Mortgage Company, Elizabeth, 
N. J., is the nominee for president of 
MBA for 1961-62 

Nominee for vice president is Dale 
M. Thompson, president, City Bond 
and Mortgage Company, Kansas City, 
Missouri and nominee for second vice 
president is Carey Winston, presi- 
dent, The Carey Winston Company, 
Washington, D.C 


muchle, 


George H. Doven- 
chairman, Dovenmuehle, 


Inc., Chicago, was re-nominated for 


treasure! 
> Mr. 


Brown | 


Stallard is a graduate of 


niversity and a former trus- 
School’s 


active in 


tee of the University Fund. 


He has 


work pertaining to the mortgage and 


been educational 


real estate fields and has served as 


instructor of Upsala College in East 
Rutgers Ex- 


tension Division. He is a former pres- 


Orange and University 


ident of the New Jersey MBA and 
is a member of the American Insti- 
tute of Real Estate Appraisers and 


Institute of Real Estate Management 
He is 


a trustee of the Elizabeth Gen- 





Dale M. Thompson 
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eral Hospital, Elizabeth, N. J. and 
chairman of its building committee. He 
is a member of the board of directors 
of the Union County Trust Company. 
He is a former president of the Board 
of Realtors of Eastern Union County, 
New Jersey. He is also a trustee of the 
Mortgage Bankers Association of New 
Foundation. 


Jersey Educational 


>» Mr. Thompson is president of the 
City Bond 
Kansas City, as well as chairman of 
the Western City Mortgage 
San Francisco, and a 
vice president of the City National 
Bank and Trust Company of Kansas 
City. He is a 
president of, the Kansas City 


& Mortgage Company, 


Com- 


pany, forme! 


forme! 
Phil- 


Association and 


trustee, and 


harmonic Orchestra 
a trustee of the University of Kansas 
City, the Kansas City Art 
and the Kansas City Conservatory of 
Music. He is 
versity of Michigan and a former di- 
National 


been a 


Institute 
a graduate of the Uni- 


rector of its Alumni Asso- 


ciation. He has member of 
the Association’s Board of Governors 


since 1956, has served on its execu- 


Carey Winston 


tive committee and acted as chair- 
man of its mortgage market and con- 
ventional loan committees. He has 
lectured at the organization’s School 
of Mortgage Banking at Northwest- 
ern and Stanford Universities 
the past decade. 

> Mr. Winston is a native of Se- 
attle and a graduate of the Univer- 
sity of Washington. He entered mort- 
gage banking in that city in 1926 
and came to Washington in 1934 as 


over 


assistant general manager of the Home 
Owners Loan Corporation and later 
served as deputy board member of 
the Federal Home Loan Bank Board. 
He organized his present firm in 1941. 
He has served as president of the 
Washington, D.C. Real Estate Board, 
the national Institute of Real Estate 
Management and is president of the 
Metropolitan Washington, D. C. 
Mortgage Bankers Association. He 
has been active in civic affairs in the 
capital, including the Community 
Fund and the Traveler’s Aid Society 
Board. 

> Mr. Dovenmuehle is chairman of 
Dovenmuehle, Inc., Chicago. He is 
a director of the Chicago Title & 
Trust Company, Chicago Dwellings 
Association and St. Luke’s-Presbyte- 
rian Hospital. Over the years he has 
taken a prominent part in urban re- 
newal activities in Metropolitan Chi- 
cago and is a former president of the 
Chicago Mortgage Bankers Associa- 
In 1950 he was given the As- 
sociation’s Distinguished Service 
Award. He is a regular lecturer at 
the organization’s School of Mortgage 
Banking. 

(Continued on next page) 


tion. 


George H. Dovenmuehle 


Nominated for associate governors 
at large: 

Region 1—Raymond O'Keefe, vice 
president, The Chase Manhattan 
Bank, New York 

Region 3—J. Walter Tucker, Jr., 
Tucker Bros., Inc., Jacksonville, Fla. 

Region 5—Albert A. Savill, presi- 
dent, Savill-Mahaffey Mortgage Com- 
pany, Inc., Indianapolis 

Region 7—Thomas A. Blood, super- 
intendent of city loans, Equitable Life 
Insurance Company of Iowa, Des 
Moines 

Region 9-—-H. Marvin Bastian, 
president, Fidelity Investment Com- 
pany, Wichita 

Region 10—M. J. Mittenthal, 
president, N. E. Mittenthal & Son, 
Inc., Dallas 

Region 11 — Franklin W. White, 
president, Securities-Intermountain, 
Inc., Portland, Oregon 

Nominated for regional vice presi- 
dents: 

Region 1— Thomas W. Christy, 
senior vice president, Dollar Savings 
Bank, New York 

Region 3—Jack M. Martin, presi- 
dent, Colonial Investment & Mort- 
gage Company, Atlanta 

Region 5—H. Duff Vilm, president, 
H. Duff Vilm Mortgage Company, 
Inc., Indianapolis 

Region 7—Darrell M. Holt, execu- 
tive vice president, The Towle Com- 
pany, Minneapolis 

Region 9—Paul J. Vollmar, Jr., 
president, Realty Mortgage & Invest- 
ment Company, Albuquerque 

Region 10— Jerry B. Frey, Jr., 
Jerry Frey Mortgage Co., Dallas 

Region 11 — Kenneth J. Morford, 
president, Burwell & Morford, Seattle 


Nominated for board of governors: 

Jack Adair, president, Adair Realty 
and Loan Company, Atlanta 

C. A. Bacon, vice president, Mort- 
gage Investments Co., Denver 

C. C. Cameron, president, Cam- 
eron-Brown Company, Raleigh, N. C. 

Howard E. Green, president, Great 
Lakes Mortgage Corporation, Chicago 

Donald S. McGregor, executive vice 
president, T. J. Bettes Company, 
Houston 

Earl B. Schwulst, Chairman and 
President, The Bowery Savings Bank, 
New York City 

D. Clair Sutherland, senior 
president, Bank of America, 
Francisco 


vice 
San 


FHA LOAN IN DECLINE? 
(Continued from page 19) 
housing of families whose incomes and 
general economic position gave assur- 
ance that they could carry the monthly 
payments. It is now generally agreed, 
however, that we have caught up with 
the backlog of demand for this type 
of housing, at least for a few years. 
It appears that a large part of the 
need for housing today is in the case 
of low and moderate income families, 
with much of this housing being re- 
quired to replace urban slums. In this 
type of housing, however, it is more 
difficult to make use of FHA insur- 

ance on a sound economic basis. 

Because of the changing nature of 
housing demand and needs, there has 
been an increasing tendency for Con- 
gress to depart from the concept of a 
government insurance program to en- 
courage lenders to make funds avail- 
able for basically sound loans. More 
and more the FHA system, supported 
by FNMA purchases, has been di- 
rected to accomplishing welfare ob- 
jectives. For example, in Title I of 
the Administration’s housing bill, the 
program calling for 40-year, 100 per 
cent FHA financing to aid in obtain- 
ing housing for “moderate income 
families,” is universally criticized by 
lenders as violating the principle of 
economic soundness. Similarly, the 
program in Title I calling for FNMA 
to provide for the financing of low 
interest FHA-insured loans for rental 
and cooperative housing for families 
of lower income is little more than an 
extension of public housing to an in- 
come group which cannot now qualify 
for public housing. 

The effect of an unsound amortiza- 
tion period for FHA mortgages, or 
submarket interest rates enforced by 
FNMA purchases, is to drive private 
lending institutions out of the FHA 
field. Unmistakably the trend seems to 
be toward direct government lending 
as a substitute for the FHA system as 
we have known it through most of 
the postwar period. 

The final force acting to reduce the 
scope of FHA mortgage financing is 
the general condition of the capital 
market as a whole in which heavy 
competing demands for capital have 
been taking the play away from FHA 
mortgages. During the past several 
years, the demand for capital funds 
has usuaily run ahead of the supply 
of savings. With interest rates on com- 


peting uses of capital free to move in 
response to market demands, the more 
attractive yields on alternative invest- 
ments have reduced investor enthusi- 
asm for FHA mortgages. 

What can be done to correct the 
decline in the use of FHA financing— 
assuming of course that I’m right that 
such a decline is underway. 

I recommend: 

> Congress should act to restore the 
FHA system wholly to one of insuring 
economically sound loans. The FHA 
should be relieved of being burdened 
as a device for carrying housing pro- 
grams that require a Government sub- 
sidy. This is not to say that Congress 
should not itself with 
to provide housing to needy families 
who afford it on a market 
basis. Such an objective should be pur- 
sued, however, on its merits outside 


the FHA program. 


concern ways 


cannot 


> Congress should take steps to in- 
ject a greater degree of risk for lend- 
ers in FHA The lender 
should be given a larger role as an 
underwriter of risk in the case of FHA 
mortgages. One obvious way to do this 
would be to provide for considerably 
less than 100 per cent insurance. 


mortgages. 


>» Having injected considerably 
more of an element of risk to lenders 
in the FHA mortgage, and having 
placed the lender in a position in 
which he has to underwrite the loan, 
Congress should remove the interest 
ceiling on FHA mortgages and permit 
the contract rate on such mortgages 
to be subject to negotiation between 
borrower and lender. With an inter- 
est rate responsive to competitive 
market changes, the FHA mortgage 
would have a real chance to compete 
for funds. 

>» Steps should be taken by Con- 
gress to bring about equal treatment 
between savings and loan associations 
and other mortgage lending institu- 
tions with respect to such matters as 
limits on the rate of interest payable 
on deposits or maximum mortgage 
loan limits. 

> Finally, Congress and the Ad- 
ministration should recognize that a 
stable dollar is essential to the willing- 
ness of investors to buy mortgages or 
any other fixed-income obligation, and 
that inflation particularly hurts the 
FHA mortgage as presently consti- 
tuted because of the inflexible interest 
rate. 
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BUSY MORTGAGE BANKERS 


Continued from page 15 


Thus, the Colwell Co., which his- 
torically has operated in Los Angeles 
and Orange Counties, in recent years 
has expanded as far north as Santa 
Maria and Bakersfield, and as far 
south as San Diego. Palomar Mort- 
gages has opened agencies in San 
Bernardino, Anaheim and Santa Bar- 
bara, and also has expanded into 
Arizona and Nevada. In the past year, 
indeed, growth in its out-of-state port- 
folios has more than offset a housing 
recession in San Diego County 


As for growth by acquisition, in 
1959 Colonial Mortgage Service, 
which operates in Pennsylvania, Dela- 
ware and southern New Jersey, ac- 
quired all the outstanding stock of 
Eastern Mortgage Service, Philadel- 
phia, including an insurance subsidi- 
ary. Palemar Mortgage Co. last year 
took ever two neighbors in San Diego, 
Lister Investment Co. and Frazier 
Mortgage Co. Recently, the company 
expanded by acquiring the Riverside 
County Mortgage & Loan Co., which 
services $29 million in mortgages. 


The industry also is growing through 
diversification. Insurance, for example, 
though still a relatively small factor 
for most companies, is of increasing 
significance to total sales and profits. 
Mortgage companies therefore are 
seeking a larger share of the insurance 
on the loans they procure. As an ex- 
ample, both premium volume and net 
commissions on insurance at Stockton, 
Whatley, Davin in the fiscal year to 
May 31, 1961, shot up nearly 30 pet 
cent over the previous year. In the 
fiscal period ended September 30, 
1960, Colonial Mortgage Service de- 
rived about 8 per cent of its total net 
income from this source. 

Another promising area of diversifi- 
cation for several of the companies 
is the handling of mortgages on com- 
mercial and _ industrial properties. 
Stockton, Whatley, Davin, for ex- 
ample, does considerable business of 
this sort, including mortgages on 


apartment buildings, multiple units 


and shopping centers. The company 
also acts as broker in the sale of large 
properties, manages property itself, 
and owns a resort hotel. 

In still another form of diversifica- 
tion, when demands for loans on new 
houses slackened in the San Diego 
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area, Palomar Mortgage developed a 
sizable business originating loans on 
existing properties. The firm also 1s 
considering making home-improve- 
ment loans. The Colwell Co., which 
already has such an operation, finds 
it a valuable builder of revenues and 
profits. The chief attraction, accord- 
ing to President Bundy Colwell, is 
that money borrowed to make home- 
improvement loans currently costs the 
company about 6 per cent, while the 
return on it, with discount, is close 
to 10 per cent. The spread thus is 
considerably wider than on the com- 
pany’s other operations. Finally, Palo- 
mar has formed a Small Business 
Investment Company, which presum- 
ably will add to the flow of funds 
available to the parent concern. 

With so many factors in their favor, 
the mortgage bankers should continue 
to prosper. To be sure, however, their 
business, like any other, has its pecul- 
iar hazards. One of the most obvious 
arises in the warehouse-type operation, 
originating loans without previously 
arranging a so-called take-out com- 
mitment with an institutional investor. 
While the loan is in inventory, its 
price may go up or down. If it rises, 
well and good. If it declines, how- 
ever, the mortgage company will incur 
a loss—and the risks increase with the 
volume of loans in inventory. 

Another risk inherent in the busi- 
ness is the possibility that investors 
may decide to service their own loans. 
While the mortgage banker in that 
case would collect a fee (usually | 
per cent of the dollar volume of the 
loan) for cancellation without cause, 
the latter would not compensate him 
for the loss of long-term servicing 
income. A wholesale shift at any time 
by a large institutional investor would 
have serious repercussions on any 
mortgage company. Moreover, in the 
event of cancellation by FNMA, not 
even a fee is payable. The major 
companies in the business seek to 
guard themselves against such a con- 
tingency by the quality of their service 
to customers. They also feel that any 
radical change of policy in servicing 
is ruled out by geography. 

A third risk is that of a default on 
a loan before its delivery, to the in- 
vestor, which may not occur for sev- 
eral weeks after its origination. In 
that event, the mortgage banker either 
would have to hold the loan until it 


became current, or bring foreclesure 
proceedings. During fiscal 1960, when 
Florida was going through a mild 
recession, Stockton, Whatley, Davin 
was obliged to acquire substantial 
holdings in residential properties 
through foreclosure. 

To protect themselves from losses 
by default, however, the mortgage 
companies carry generous contingency 
reserves. Moreover, with so big a 
percentage of loans made on FHA 
and VA housing, their portfolios large- 
ly are protected by government guar- 
antee. In any case, a risk exists only 
on those loans which have not been 
transferred to institutional investors, 
always a minor proportion of any 
portfolio. In case of foreclosure on 
loans already conveyed, the mortgage 
company probably will be asked to 
continue servicing for the investor, 
and actually may collect extra fees in 
connection with the foreclosing. 

A final hazard, of course, is a gen- 
eral economic setback. Should mort- 
gage money become very scarce, or 
should housing construction for any 
reason decline sharply, the mortgage 
bankers eventually would feel the 
effects. Any such trend also would 
tend to intensify competition not only 
among mortgage banking companies 
but also from banks, insurance com- 
panies, savings and loan associations 
and other institutions. In such a 
battle, the larger publicly-owned com- 
panies would count on their strong 
financial resources, and their hard- 
won experience in the field to see 
them through. 

All in all, the mortgage bankers 
feel that the risks inherent in their 
business are far outweighed, at 
least for the foreseeable future, by 
the rewards. As new houses continue 
to spring up across the land, they 
expect their own role as middlemen 
in home financing to keep on growing 
as it has in the past decade and a 
half. From all indications, moreover, 
the publicly-owned companies in the 
field, by expanding geographically, by 
taking over smaller concerns and by 
diversifying into new fields, will out- 
perform the industry in general. The 
leading firms, at least, should continue 
to flourish like crabgrass on a sub- 
urban lawn. 


Copyright, 1961, Barron’s Publishing Co., 
Inc. 


People : 


Kansas City Title Insurance Com- 
pany this year is celebrating the 100th 
anniversary of its founding, and the 
occasion has signaled some promo- 
tions. 

Judson L. Palmer has been named 
vice president in charge of business 
promotion, advertising, and public 
relations. He became an assistant 
vice president in May, 1959. 





Robert Pulliam 


Judson Palmer 


G. Robert Pulliam is assistant vice 
president and field representative. He 
joined the company in 1948. In 1952 
he went to the Don J. McMurray 
company as a vice president and re- 
turned to the business promotion de- 
partment of Kansas City Title in 
1954. 

George S. Neal Jr. has been named 
assistant vice president in charge of 
the company’s branch office in Jack- 
son, Miss. 

N. Bruce Boney Jr. is assistant vice 
president in charge of the branch of- 
fice at Greensboro, N. C. He joined 
Kansas City Title in 1958 and before 
that was with Jefferson Standard Life 
Insurance Company. 

John V. Gaughan has been ap- 
pointed assistant vice president in 
charge of the branch office in Balti- 
more. Gaughan was an attorney with 
the Alaska Housing Authority from 
1950 to 1954, and a practicing at- 
torney in Washington, D. C. from 


1954 to 1956. 


James L. Lafler, who has been 
director of the Chicago office of the 
Voluntary Home Mortgage Credit 


: Events 
: Places : 


Program, has joined The Bankers 
Guarantee Title & Trust Company 
of Akron as manager of the firm’s 
Mansfield branch, David S. Cook, ex- 
ecutive vice president announced. 
Lafler is a graduate of Pennsylvania 
State University and attended MBA’s 
School of Mortgage Banking. 


Charles A. Jostes has been named 
president of the Northern California 
Mortgage Company in San Francisco. 


Directors of Lowell, Smith & Evers, 
Inc., New York, elected W. Russell 
Smith chairman of the executive com- 
mittee. Mr. Smith who has been pres- 
ident of the organization, will be suc- 
ceeded by Irvin Bussing, formerly 
executive vice president, and William 
W. Sullivan will assume the duties of 
executive vice president in addition 
to continuing as treasurer. Arthur R. 
Evers was reelected vice president and 
John B. Bussing, Roger L. Norton, 
Curtis Smith and Conrad J. Suther- 


land were elected vice presidents. 


Cornelius C. Rose, Jr., has been 
elected assistant treasurer of The 
United States Life Insurance Com- 
pany, New York. Mr. Rose joined 
the real estate and mortgage depart- 
ment in 1958. He is a graduate of 
New York University Law School and 
attended the MBA School of Mort- 
gage Banking. 


John T. Duddy has just been ap- 
pointed a manager of the mortgage 
department of The County Trust 
Company, Tarrytown, N. Y. He’s 
another from MBA’s School of Mort- 
gage Banking. 


Russell C. Rosenfelt, president of 
Peoples Bond and Mortgage Com- 
pany, Philadelphia, announced that 
H. Clair Raynor has joined the com- 





loan 


commercial 
Mr. Raynor previously 
was mortgage officer of the Philadel- 
phia Saving Fund Society. Peoples is 


pany as manager, 


department. 


Philadelphia mortgage loan corre- 
spondent of New York Life and Mu- 
tual Life of New York. 


Gleaner Life Insurance Society ap- 
pointed Stuart B. Micklethwaite as 
secretary and manager of the invest- 
ment department and Harvey L. 
Raschke as assistant secretary and 
chief underwriter. Micklethwaite has 
had 22 years of experience in invest- 
ment management with another in- 
surance firm. He is past president of 
the Detroit MBA. 

Raschke joined Gleaner Life in 
1953 as chief underwriter. He is one 
of the few men in Michigan who 
have a certificate of proficiency in 
home office life underwriting from the 
Home Office Life Underwriters As- 
sociation and the Institute of Home 
Office Underwriters. 


Ernest H. Miller, vice president of 
State Finance Co., Salem, Ore., an- 
nounced that Allan G. Thompson has 
joined the firm as loan officer in the 
mortgage department. 


Leslie Rose was promoted to execu- 
tive vice president of Advance Mort- 
gage Corp., Detroit, while Merrill V. 
Bonnevier, Edwin G. Duggan and 
Otto A. Reiners were named senior 
vice presidents. John R. Hamilton 
was named secretary. 

Rose is director of the firm’s resi- 
dential mortgage department in De- 
troit. Bonnevier, director of the com- 
mercial mortgage department, also is 
Chicago office manager. Reiners is 
manager of commercial mortgage 
placements in Chicago. 

Duggan is director of the servicing 
department. Hamilton, the new secre- 
tary, also is Detroit office manager. 
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National Life and Accident Insur- 
ance Company of Nashville honored 
Colonial Investment and Mortgage 
Company of Atlanta on the comple- 
tion of 10 years of continuous service 
as the Company’s mortgage loan rep- 
resentative in the area. W. C. Weaver, 
Jr., vice president of National Life, 
presented Jack M. Martin a plaque 
anniversary. In 
making the presentation, Mr. Weaver 


announced that a total of $13,580,000 


commemorating this 


of first real estate loans 
have been completed by the Company 
Atlanta through the 

Martin’s firm. He 
reported there has not been a single 


loan 


mortgage 


in and around 


assistance of Mr 


foreclosure on a conventional 


those Colonial has origi- 


among all 
Below the presentation. 


nated 





Roger C. Hooks has been promoted 
to vice president and secretary of In- 
Mortgage Service Co., 
Angeles, William C. Bannerman, pres- 
ident, announced. Hooks, who also ts 


vestor’s Los 


chief administrative officer, has served 
as assistant vice president in charge 
of mortgage loans. A graduate of the 
Southern California, 
estate and fi- 


University of 


where he studied real 
nancing and received the Bachelor of 
Science degree in Real Estate, Hooks 
FNMA 


joining Investor’s Mortgage 


was associated with prior to 


An exchange of stock of Riverside 


Mortgage and Loan Com- 


pany of San Diego with that of Palo- 


County 


mar Mortgage Company of the same 


city has resulted in a combination of 
the two firms, with Palomar being 
the surviving corporate entity, ac- 


cording to a joint announcement of 
Nels G. Severin, Palomar president, 


and Robert H. Westbrook, Riverside. 


The 
will have operations in San Diego, the 
Riverside-San 
Arizona. Absorption of the 


president. combined company 
Bernardino area, Nev- 
ada and 
Riverside servicing brings the Palomar 
20.000 


portfolio to approximately 


loans 
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Albert A. Drawbert, who has been 
manager, mortgage loan department, 
Northwestern National Life Insurance 
Co., Minneapolis, 
elected 
Draw- 


has been 
treasurer. 
bert will continue 
to have responsi- 
bility for the com- 
pany’s mortgage 
loan operations. 
He joined North- 
western National 
in 1947 after hav- 
ing previously 
been with Prudential 
Brotherhood. He 
sistant division manager of the firm’s 


A. L. Drawbert 


and Lutheran 
was appointed as- 


mortgage loan department in 1949, a 
mortgage loan officer in 1950 and 
manager of the department in 1956. 
He has served as president of Minne- 
apolis MBA and is a member of the 
MBA conventional 


loans. 


committee on 


George A. Newbury, president of 
Manufacturers and Traders Trust 
Company, Buffalo, announced the 
election of Thomas C. Vassallo as a 
vice president and head of the Mort- 
gage Department. Mr. Vassallo was 
educated at the University of Michi- 
gan and attended banking schools at 
the University of Buffalo and North- 
University. Active in civic 
affairs, Mr. Vassallo has assisted the 
University of Buffalo and Canisius 
College in building fund drives. 


western 


L. G. Gillam, third vice president, 
city mortgages, Metropolitan Life In- 
surance Company, has retired after 
a long career with Metropolitan. Mr. 
Gillam over the years was a very ac- 
MBA, 
numerous committees and as a trustee 
of the Research and Educational 


Fund. 


tive member of serving on 


Trust 


William H. Abell, president of the 
Commonwealth Life Insurance Com- 
pany, announced that Carroll T. 
Eddie, manager of 
the mortgage loan department, was 


former assistant 


elected assistant vice president. 


Conservative Bond and Mortgage 
Co., with headquarters in Sioux City, 
la. since it was founded in 1926, has 
the Fullerton Lumber 
Minneapolis. Branches 


been sold to 


Co., are in 


Omaha, Sioux Falls, S. D., Fort 
Dodge and Dubuque, Ia., and Roch- 


ester, Minn. C. L. Roe began his 
banking career at Nevada, Ia. and 
moved to Sioux City in 1919. He is 


a past president of the lowa MBA. 


Grant W. Van Saun, vice presi- 
dent, mortgage and real estate depart- 
ment of the Irving Trust Company, 
New York, will be Chairman of the 
Construction and Real Estate Unit 
of the Private Firms Division of the 
Greater New York Fund. In this Di- 
vision, Mr. Van Saun will direct the 
1961 Greater New York Fund appzeal 
among 4,000 firms and 200,000 cm- 
ployees in architectural and mechani- 
cal trades, real estate ownership and 
and and mainte- 


brokerage, service 


nance. 


Twenty-five years of mortgage 
banking in Southern California is 
being celebrated this month by 
Dwyer-Curlett and Co., Richard F. 
Dwyer, president, announced. The 
firm started in the mortgage field with 
the acquisition of its first account, 
California Western States Life In- 
surance Co., which it continues to 
represent in the Los Angeles area. In 
a congratulatory message, Robert E. 
Murphy, president of Cal-Western 
Life, stated that during 25 years both 
companies have weathered a depres- 
sion, a lengthy war and the greatest 
period of economic expansion this 
country has ever known. During these 
years we have seen both companies 
grow from small operations to sub- 
stantial institutions within the finan- 


cial community.” 
Mr. Dwyer, right, with Mr. Mur- 
phy. 





ON THE NEW FRONTIER 
(Continued from page 17) 
pressures that are now suspended, and 
a renewal of inflation, or even fear of 
inflation, would aggravate our danger- 

ous balance of payments position. 

This brings me in one easy motion 
to the third phase of these observa- 
tions — the interlocking complex of 
major economic problems which con- 
front our nation and for which thus 
far we have found no workable solu- 
tion. 

I already mentioned one of these 
problems—the failure of our economy, 
even at the peak of the last recovery 
period, to provide enough jobs to 
employ our full labor force. 

There has been a fascinating para- 
dox about the latest recession. Every 
month for the past year or more the 
total of employed persons has reached 
a record high for that month. 

Yet, in each of these months of 
record high employment, unemploy- 
ment also rose. The total by February 
had reached 5,700,000 workers, larg- 
est in number for almost 20 years. 
Moreover, many of these unemployed 
had been out of work for a long time 
and had exhausted their unemploy- 
ment benefits. 

Now, of course, some of this unem- 
ployment has been due to cyclical fac- 
tors—the circumstance that we have 
been in a recession. But a good part 
appears to be due to what economists 
call “structural” factors. 


Structural unemployment is just an- 
other name for what we used to call 
technological unemployment, except 
that it has a broader meaning. It 
means not merely the unemployment 
that results when, for example, a tex- 
tile plant is fitted out with labor-sav- 
ing machinery, and hand workers are 
displaced by automation. It also means 
what happens when the old textile 
plant in New England is abandoned, 
and the new automated plant is 
erected in North Carolina. It means 
what happens when homes and fac- 
tories switch from coil to oil. Coal 
miners in West Virginia or Pennsyl- 
vania lose their jobs. Even if there are 
unfilled jobs elsewhere, the miners 
may not be able or willing to move 
away and learn new skills. 

Several easy answers have been sug- 
gested for this problem. Certain labor 
leaders say: Just cut the working week 
from 40 to 30 hours—this will create 
more jobs overnight. Certain manage- 
ment men have an equally easy an- 
swer. 

This particular problem of struc- 
tural unemployment is inextricably in- 
terlocked with others. There is, for 
example, the broad question of eco- 





CONVENTIONAL (investment) LOAN MANAGER 


We are expanding our nation-wide brokerage activi- 
ties and seek the experienced man who can analyze 
the financing of apartment houses, commercial and 
industrial properties, with the ability to effectively 
present offerings to our investor contacts. Complete 
resume, please. 
SOUTH JERSEY MORTGAGE CO 

500 Market Street Camden, New Jersey 




















personal growth opportunities. 








Send complete résumé including experience, salary requirements, 
and education for confidential consideration. 


Write Box 730 
THE MORTGAGE BANKER 
111 West Washington St. 


Mortgage Loans Servicing Executive 
SOUTHERN CALIFORNIA 


One of the nation's fastest growing major financial institutions desires 
a progressive mortgage loan servicing executive. Individual must be 
under 45 years and currently earning over $10,000. This position re- 
quires ten years experience in the servicing of all types of mortgage 
loans with five years at the executive level. Applicant must be crea- 
tive, aggressive, and have proven leadership and top sales ability. 
Starting salary to $20,000, excellent profit sharing, and unlimited 


Chicago 2, Ill. 

















nomic growth. There is also the ques- 
tion of whether American goods can 
remain competitive in the world mar- 


PERSONNEL 


In answering advertisements in this column, 
address letters to box number shown in care of 
The Mortgage Banker, 111 West Wasbington 
Street, Chicago 2, Illinois. 














Mortgage Solicitor — Man with initiative, 
ambition and imagination, who is capable 
of growing with the firm to manage Florida 
West Coast Branch Office for East Coast 
Mortgage Co. Permanent connection. 
Write in confidence to Box 713. 
ASSISTANT TO THE PRESIDENT 

Growing mortgage company in metropoli- 
tan Philadelphia area offers, to a young 
executive with initiative and administrative 
ability, an opportunity to grow. We are 
looking for an aggressive man, with some 
accounting background, who can assume 
operating responsibilities and direct inter- 
nal operations. Reply with a full résumé. 
Box 718. 


POSITION DESIRED 

years experience, conventional, 
VA, residential and commercial 
lending. Origination, servicing, branch 
management at executive level. Presently 
employed Vice President. Age 40. Desires 
position of responsibility. Write Box 731. 


MORTGAGE SERVICING EXECUTIVE 
Strong mortgage banking background sup- 
ports 15 years of top level mortgage serv- 
icing experience. Graduate of School of 
Mortgage Banking plus degree in Business 
Administration. Seeking change for more 
challenging opportunity. Write Box 732. 


SENIOR EXECUTIVE 
Operating head of integrated mortgage 
company desires growth opportunity, Mid- 
Atlantic headquarters. 25 years intensive 
experience all phases of realty finance, in- 
cluding large commercial and industrial 
lending nationally. Wide contact with 
major lenders. Write Box 733. 

Large, well established Mideastern mort- 
gage company seeks man about 40 years 
of age who has five or more years ex- 
perience in origination, both of commercial 
and apartment mortgages. The right man 
with management capabilities can earn 
good salary and bonus. Please write in com- 
plete detail. All replies held confidential 
Our organization is aware of this ad. Write 


Box 7534 


Fifteen 
FHA, 





MORTGAGE BANKER AVAILABLE 

15 years experience origination and servic- 
ing. Conventional and insured, commercial 
and residential. Background of accounting, 
appraisal, construction, processing, ware- 





housing and management. For complete 
résumé write Box 735. 
MORTGAGE MAN 


Must be capable of originating commer- 
cial and residential mortgage loans. Ample 
funds available. Man with ability has 
unlimited income possibilities and oppor- 
tunity for rapid advancement. 
Please call: 
Mr. Bowers, ORange 3-8100 
FRANK H. TAYLOR & SON, INC. 
EAST ORANGE, NEW JERSEY 
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ket. Can we hold our own against the 
rebuilt, modern industry of Western 
Europe and Japan with their rela- 
tively cheap labor? 

This brings us again to the tough 
nut of our balance of payments. For 
the total 


make abroad—for goods and 


some years now payments 
that we 
services, for travel, for investment, for 
military operations and for foreign aid 
the payments for- 
eigners make to us. In the years 1958, 
1959, and 1960, we paid out $11 bil- 


This situ- 


have exceeded 


lion more than we took in. 


ation became so alarming last year 
that people began to talk about pos- 
sible devaluation of the dollar, and 
gold flowed out of the country in 


large amounts. 

Kennedy, 
said, has shown himself acutely aware 
of the balance of payments problem. 
He gets high marks for making it per- 
fectly clear both during the campaign 
and after taking office that he means 
to defend the of the dollar 
at its present exchange rate with all 


President it should be 


integrity 


the resources at his command. 


very con- 


stock 


Those resources are stil] 


siderable. Including our gold 


from 
Fund, 


and rights to draw credit 
the 
they amount to some $22 billion. 

The 
had an immediate effect in stopping 
the run on the dollar that had started 
Fall gold diminished, 


and we have regained a little gold. 


oul 
International Monetary 


President’s strong statements 


last Losses of 

[ would be disposed to put primary 
emphasis on fiscal and monetary poli- 
cies to ensure that we have sufficient 
demand to keep our existing resources 
employed at relatively high rates. Be- 
cause the balance of payments prob- 
lem hampers the use of monetary 
policy on which we formerly relied as 
main instrument, this means that 
fiscal 


our 


more reliance must be put on 
policy in ensuring that the economy 
operates at high and stable levels of 


employment—a condition that is es- 
sential to regaining a more rapid rate 
of growth 

“Fiscal policy” is a term that is 
often used and seldom defined. By it 
[ mean all of the taxing, spending and 
borrowing operations that the govern- 
ment the 


which the Federal establishment puts 


conducts all of ways in 
into the national economy or 
out of it. 

[ am impressed by the arguments 


money 


takes money 


advanced by a number of economists 
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to show that the fiscal policy we have 
been following has created a “defla- 
tionary gap” that represents a con- 
stant drag on the economy. What this 
means, in plain English, is that our 
tax system is taking such a heavy bite 
total demand that economic 
loses its drive before a con- 
dition of full employment can_ be 
achieved. It is estimated that if the 
country should achieve full production 
and employment, the tax system would 
generate a surplus of something like 


out of 
recovery 


$12 billion over present levels of ex- 
penditures. But the tax system is so 
oppressive that it keeps us from achiev- 
ing full production. It nips off recov- 
ery short of the peak, as happened in 
1960, the nation’s 


rate of growth. 


and slows down 


In theory, there are two ways that 
gap” could be 
would be to cut 


this “deflationary 
closed. One 
Che other would be to increase spend- 


taxes. 


ing, 

Some spending increases obviously 
are on the way. And this fact seems to 
have restrained Kennedy 
from asking for any reduction in taxes 
at this time. I am inclined to agree 
that it is too late now for a temporary 


President 


tax cut to aid recovery; but I hope 
this will not mean indefinite postpone- 
ment of long-range tax legislation. 


To achieve long-run growth and 
maximum utilization of our economic 
resources, I believe it is essential to 
undertake a thorough-going reform of 
our tax system, coupled with some re- 
duction in the level of tax rates. And 
I believe that this task should be com- 
menced at once, without waiting for 
the economy to go through another 
frustrating cycle of partial recovery, 
aborted boom, and recession, 

It seems clear to me that it would 
be both 
try to close the deflationary gap by 


thrusting bigger and bigger spending 


unnecessary and unwise to 


programs at Congress. Let us spend 
what we must. But let us not put our- 
selves in the ridiculous position of 
spending simply to get back into cir- 
culation money that an unduly severe 


. tax system has taken away from con- 


sumers and investors. 

The problem of tax reform is not 
a new one. But it is an increasingly 
urgent It was a matter of much 


disappointment to me as a Repub- 


one 


lican that during eight years in office 
my party did not even attempt such 


an overhaul. Now with the Democrats 
in control of both the Executive and 
Legislative branches, the task ought 
not to be shirked. 

I realize that it is already too late 
in the current session to expect the 
Congress to produce a major reform 
bill (although I regret that this job 
was not given a high priority at the 
Administration ) . 


start of the new 
Possibly we will have full recovery 
without action on the tax front. 


Frankly, I doubt it. I am concerned 
that without a tax cut and tax reform, 
we may see a repetition of the 1959-60 
performance of the economy. And I 
believe that we can avoid it if the 
President and Congress will turn their 
most serious attention to this major 
national economic task. I believe it 
should have an absolutely top priority 
in the next session of Congress. 

Aside from fiscal and monetary 
measures, there are a number of other 
things that we can do to promote eco- 
nomic growth and stability. 

Consideration should be given, | 
think, to programs for increasing the 
mobility of the economy—that would 
lead available workers to the jobs that 
are opening up, and out of the job or 
industries or regions that are con- 
tracting. 

One thing is certain, we must not 
allow ourselves to get into the way of 
thinking of technological change as a 
hazard, or even as merely a “prob- 
lem” to be coped with. On the con- 
trary, paradoxical as it may seem, we 
need rather than less of this 
accelerated scientific and technological 
progress in order to produce the faster 


more 


economic growth we must have. 

In the affairs of nations as of men, 
there comes a time of supreme test- 
ing where failure can only lead on to 
ultimate decline and fall. We are fac- 
ing such a test today and the outcome 
is by no means certain. Can free men 
working together in a free system suc- 
cessfully meet the challenge of a sys- 
tem just as tough, resourceful and 
scientifically skilled as our own, that 
is closely planned, disciplined and di- 
rected with the precise purpose of 
surpassing us? 

If the confident “yes” we give to 
that question is to be achieved we 
shall have to improve our ways of 
working together and still competing 
with each other, of managing our af- 
fairs for the national good without 
sacrificing the individual’s right. 





STUDENT PLACEMENT 











In connection with MBA’s Educational 
Program and particularly its School of 
Mortgage Banking, young men and women 
completing their academic work and ready 
for a career in mortgage banking have 
résumés of their experience presented here. 
The following candidates are offered for 
membership consideration at this time. 


Candidate No. 105—Box 716. Age 25, 
single. BA in Economics, University of 
Notre Dame, 1959. (“B” average.) Senior 


thesis was on “Mortgage Banking in the 
Post-War Era.” Available July 17, 1961. 
Active in student government; served on 
Arts and Letters Advisory Board and Eco- 
nomics Roundtable; ROTC. Worked two 
summers confidential secretary to Chair- 
man of Midwestern bank. Presently Lieu- 
tenant U. S. Navy. College instructor 
comments: “. . . showed industry, cooper- 
ativeness, and ability. Fine personality, 
dignified yet friendly. I am more than 
pleased to give [him] my highest recom- 
mendation.” 


Candidate No. 106—Box 717. Age 26, 
single. Candidate for BA degree, Millikin 
University, June, 1961. Majored in soci- 
ology. Active on golf team and in Spanish 
club. Employed part time during college 
as shoe salesman, billing clerk, payroll 
clerk, and timekeeper. Served in U. S. 
Army from February, 1955, to February 
1957. Available June, 1961. College in- 
structor comments: “I believe [he] would 
be a good and conscientious worker.” 


Candidate No. 107—Box 719. Age 22, sin- 
gle. Candidate for BBA from Bowling 
Green State University, June 1961. Area 
of concentration: Real Estate, Economics, 
and Finance. Member: Society for the 
Advancement of Management, Intramural 
Staff, Sigma Chi Fraternity. Worked dur- 
ing summer as clerk for mortgage banking 
and property management firm; also held 


jobs as timekeeper, surveyor’s assistant, 
and paymaster. Two years Air Force 
ROTC. College instructor comments: “. . . 
[he] has, for quite some time, expressed a 
decided interest in mortgage banking. I 
believe that, if given the opportunity to 
work in this field, he will do quite good 
work.” 


Candidate No. 108—Box 720. Age 24, sin- 
gle. Candidate for BBA, University of 
Miami, June, 1961. Majored in finance, 
mortgage banking, and accounting. Em- 
ployed part-time in restaurant and full- 
time during summer as accounting clerk 
and motel desk clerk. Draft status: 4-F. 
College professor comments: “This man 
has excellent potential. He is mature and 
poised; he is above average in intelligence, 
appearance, personality, and qualifica- 
tion. 


Candidate No. 109—Box 721. Age 23, sin- 
gle. Candidate for BBA, University of 
Miami, June, 1961. Majority of work in 
finance and real estate. Member: Honor 
Society, Beta Beta Mu, Philosophy Club. 
Employed part-time for past three years 
by real estate investor, worked during 
summers as farm manager. Served in U. S. 
Navy from August, 1956, to May, 1958. 
Instructor comments: “An excellent man 
who would be an asset to any firm. Supe- 
rior in every way.” 


Candidate No. 110—Box 722. Single, age 
22. Candidate for BBA, University of 
Miami, June, 1961. Majored in finance, 
real estate, and mortgage credit. Speaks 
Spanish and German. President and Treas- 
urer of Phi Kappa Tau, delegate to Inter- 
Fraternity Council, and member of the 
Newman Club. Employed part-time by 
member of New York Stock Exchange. 
Draft status: 2-S. Placement officer com- 
ments: “Considerable potential. Above av- 
erage in many respects. I like his manner 
and general attitude.” 


111—Box 
BBA, 


723. Single, age 
University of 


Candidate No. 
21. Candidate for 





utmost confidence. 





Progressive, Middle Atlantic 


Mortgage Service Company Desires to... 


PURCHASE 


An Existing Mortgage Service Company 
in the Southeast 


A large, established mortgage service company desires to 
acquire for cash or stock an existing servicer. Our interest 
is to expand activities by utilizing our vast investment 
funds in the southern U. S. Prefer to retain present 
management and personnel. Inquiries will be treated with 


REPLY BOX 728, THE MORTGAGE BANKER 
111 W. WASHINGTON ST., CHICAGO 2, ILL. 











Miami, June, 1961. Majored in finance, 
mortgage credit. Speaks Spanish. Member: 
Beta Beta Mu, Honor Society. Was em- 
ployed part-time as office assistant and lab 
instructor in business statistics. Draft sta- 
tus: 2-S. Professors comment: “Excellent 
scholar, seems reserved; conscientious, will- 
ing and capable; a very fine young man, 
outstanding in all respects.’’ Placement of- 
ficer states: “Very intelligent, personable, 
active, and capable. Superior potential.” 


Candidate No. 112—Box 724. Age 44, sin- 
gle. Graduate of the University of Georgia 
with graduate work at University of Ver- 
mont and University of Florida. Majored 
in finance and business. Speaks French. 
Was President of Demonesthenian Society 
and Jockey Club. Member: Economics 
Society, Alpha Kappa Psi, Beta Beta Mu. 
Served as commissioned officer in para- 
troops for past twenty years; now receiv- 
ing 50% retirement pay. Professor com- 
ments: mature and self-reliant. He 
is responsible and can execute orders that 
are given equally as well as make deci- 


sions.” Available June, 1961. 


Candidate No. 113—Box 725. Age 21, 
married—First child expected in August. 
Candidate for BBA, University of Miami, 
September, 1961. Majored in_ finance. 
Speaks French. Was Vice President of 
Junior Statesmen of America. Member: 
Honor Society, Theta Chi, Insurance 
Club. Employed during summer as pilot 
and administrative assistant. Draft status: 
3-A. Professor comments: ‘ . an excel- 
lent student; he is mature and poised. He 
would be a valuable man to any firm.” 
Available September, 1961. 


Candidate No. 114—Box 726. Single, age 
21. Candidate for BBA, University of 
Miami, September, 1961. Majored in fi- 
nance and economics. Speaks Polish. Was 
President of student body in high school. 
Member: Phi Delta Theta and Beta Beta 
Mu. Employed during summer as pipe 
fitter. Draft status: 2-S. Instructor com- 
ments: “This man has good capacity for 
development and would be an asset to any 


firm. An intelligent and better than 
average student.” Available September, 
1961. 

Candidate No. 115—Box 727. Age 26, 


married. Race: Chinese. Citizenship: Brit- 
ish. Candidate for B.S., Seattle Pacific Col- 
lege, June, 1961. Majored in mathematics. 
Minored in economics and business ad- 
ministration. Was a prefect in the Dio- 
cesan Boys’ School, Hong Kong. Employed 
part-time as private tutor in high school 
mathematics and interpreter in Seattle Im- 
migration Office. Military Status: Hong 
Kong Police Auxiliary Force from January 
1954 to 1957. College instructor's com- 
ments: “.. . a highly responsible fellow 
. . . very dependable and hard-working.” 
Available July, 1961. 


Candidate No. 116—Box 729. B.S. in ur- 
ban land economics, University of Illinois, 
June, 1959. Top Teen Salesman in Junior 
Achievement Organization during high 
school. Avocation in music. Active in Chi 
Phi, editor of chapter newspaper, scholar- 
ship chairman, and secretary; and in 
ROTC. Presently serving as a commis- 
sioned officer in U. S. Army. College in- 
structor’s comments: “I believe that he is 
qualified for the field of mortgage bank- 
ing.” Available August 13, 1961. 
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Consider this... 


ied A A A 


* 


You can 
subscribe to 


lhe Morteage Banker 


for *4 per year 


All MBA members receive a copy of The 
Mortgage Banker as a part of their member- 
ship. Many take additional subscriptions at 
$4 annually, or $10 for three years, for various 
staff members. Others enter group subscrip- 
tions for builders, architects, bankers, inves- 
tors, realtors and others with whom thev 
regularly do business. They have found that 
subscriptions used in this way constitute a 
good public relations and advertising medium. 

Subscriptions to The Mortgage Banker have 
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never been solicited but the magazine is now 
available for general subscription. If you 
would like to enter additional subscriptions for 
members of your organization, or for anyone 
you believe might appreciate receiving it regu- 
larly, you can now do so at the rates indicated. 
Those receiving gift subscriptions will be 
mailed a card by The Mortgage Banker 
noting the firm donating the subscription. 
Write Circulation Department, The Mortgage 
Banker, 111 W. Washington St., Chicago 2, Ill. 
























“We pay claims promptly,’ 
boasts kindly, 

generous Bob Blaese, 
Executive Vice President 
and head of the claims 
department at 
Minnesota Title. 

‘In fact, 

we've built our 
reputation on this kind 
of service.’’ Looking 

for a title company 
personally interested 

in your needs? ~ 

That's us. 

We're in business 


to help you. 


400 Second Avenue South e FEderal 8-8733 ¢ Minneapolis 1, Minnesota 
Capital, Surplus and Reserves in Excess of $6,000,000 


SERVICE IN ARKANSAS « CALIFORNIA « FLORIDA « GEORGIA « KANSAS « KENTUCKY « LOUISIANA « MINNESOTA + MISSISSIPPI « MISSOURI « MONTANA 
NEBRASKA + NORTH CAROLINA « NORTH DAKOTA « OHIO « SOUTH CAROLINA « SOUTH DAKOTA « TENNESSEE « UTAH « WEST VIRGINIA « WISCONSIN « WYOMING 















































When a Kansas City judge almost took the law into 
his own hands 


In 1861, Kansas City courts had a semi-frontier code. In fact, during one case that year a judge 
became so angry at a certain lawyer’s remarks he adjourned the court, jumped down from the 
bench—all ready for a fight. But when the lawyer apologize-l, the judged returned to the bench 
and words—not fists—took over. 


1861 also marked the founding year for one of the firms which was to become Kansas City Title 
Insurance Company. Today bankers across the nation turn to Kansas City for guaranteed pro- 
tection against real estate title loss due to prior title defects—thus satisfying investors, reducing 
title tie-ups, and helping bring mortgage transactions to speedier, more profitable conclusions. 


When you require title insurance, let us put a century of title experience to work for you. Call 
your nearest Kansas City Title Insurance agent. Directory of Agencies furnished upon request. 
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925 Walnut HArrison 1-5040 ansas City 6, Missouri 
Five branch offices to serve you Licensed Agencies in the District of Columbia and 26 States: 
© Baltimore, Maryland; 210 North Calvert Street Alabama, Arizona, Arkansas, California, Colorado, Delaware, 
© Little Rock, Arkansas; 214 Louisiana Street Florida, Georgia, Indiana, Kansas, Louisiana, Maryland, Mis 
e Nashville, Tennessee; SW Corner, 3rd and Union Street sissippi, Missouri, Montana, Nebraska, Nevada, North Carolina, 
© Jack Mississippi; 518 East Capitol Street Ohio, South Carolina, Tennessee, Texas, Utah, Virginia, Wis | 


e Denver rado; 1845 Sherman Street consin and Wyoming. 








